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The East ae 


Old Republic 


Life Insurance Company 


The East is the nerve-center of industrial, financial 
and commercial America. To and from its great cities 
flow diverse expressions of the American genius in 
ideas and products. It is America in synthesis...a 
land of dramatic contrasts, where historic shrines 
stand amid towering buildings...dynamic manufac- 
turing centers are short miles from farmlands, hunting 
and fishing country. The old and new meet and mingle 
in the East, forging symbols of America that spread 
across the world. 
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Every facet of American enterprise is represented in 
the East. Families, industries and financial institu- 
tions, working together, make up the whole. Here, as 
in all America, both instalment credit institutions 
and their customers benefit from Old Republic’s com- 
plete line of credit life, accident and sickness insur- 
ance. A phone call, wire or letter will bring the man 
from Old Republic with details. Address Old Republic 
Life Insurance Company, 307 North Michigan Avenue, 
Chicago 1, Illinois. 
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MBA 1956 Calendar 


July 29-August 11, School of Mort- 
gage Banking, Courses I and II, Stan- 
ford University, Stanford, California 


October 8-11, 43rd Annual Con- 
vention, Conrad Hilton Hotel, Chicago 


REPRESENTED IN THIS ISSUE 


Roger F. Murray is Associate Dean 
of the Graduate School of Business 
of Columbia University and consult- 
ant to the Bankers Trust Company, 
New York. He has appeared fre- 
quently at MBA meetings, principally 
the MBA-NYU Senior Executives 
Conference. He has spoken exten- 
sively on the possibilities of opening 
the pension fund market to mortgage 
investment. He recently addressed the 
Savings Banks Association Confer- 
ence in Spring Lake, N. J. 


Clarence G. Michalis is president 
of the Savings Banks Association of 
New York State and chairman of The 


Seamen’s Bank for Savings, New. 


York. His observations originally 
were before members of the New 
York State Title Association. 


James J. O'Leary is Director of In- 
vestment Research of the Life Insur- 
ance Association of America and was 
a principal speaker at the recent Con- 
vention of the Florida MBA in Ponte 
Vedra. 


A quarter of all expenditures for 
new construction are now going to 
provide services such as schools and 
utilities required to meet the needs of 
a growing population and increasing 
suburbanization, according to the 
Federal Reserve System. 

Such outlays last year added up to 
$10.6 billion, or exactly 25 per cent 
of the $42.3 billion of new construc- 
tion in 1955. The comparable ex- 
penditures and proportion in 1950 
were $6.6 billion and 23 per cent. In 
1946, these outlays were only $2.4 
billion or 20 per cent of the year’s 
new construction expenditures. 

Utility services alone represented 
nearly a third of the 1955 construc- 
tion services, with schools close be- 
hind. 
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PROTECTION 


Licensed to do business in the following states: 


Arkansas e Florida « Georgia « Indiana e Kansas ¢ 
Louisiana « Mississippi « Missouri e Nebraska « 
Oklahoma « Illinois (certain counties) 


TITLE INSURANCE CORPORATION 810 Chestnut MAin 1-013 
of St. Leuis, McCane Gill, President 10 South Central PArkview 7-8131 
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HOMEOWNER’S POLICY 





A MUST FOR EVERY HOMEOWNER! 


The practical and economical combination policy for every home- 
owner. It is an insurance package, available in most states, which will 
save the owner up to 25% in cost. This homeowner's policy insures the 
dwelling and outbuildings; household and personal property on and 
off the premises; and additional living expense. It includes the hazards 
of fire, lightning, extended coverage, theft, comprehensive personal 
liability and medical expense under one policy. The policy affords 
more adequate protection for the mortgagee, and makes the insurance 


agent's business less vulnerable to competition. 


Write for full details and advertising material today. 


REPUBLIC F< <) VANGUARD INSURANCE COMPANIES 
n Home Office © 3415 Cedar Springs — Dallas 19, Texas 


Los Angeles, California New York, New York Chicago, Illinois 
DEPARTMENTS 675 South Park View 110 Fulton Street 309 West Jackson Bivd 
Los Angeles 57, Calif. New York 38, N. Y Chicago 6, Ill 





THE MORTGAGE BANKER + August 1956 3 








TITLE INSURANCE SERVICE CAN BE FAST, TOO! 


Speed in title insurance service is important to all parties in a real 
estate transaction. For many years Louisville Title has been saving 
valuable time for mortgage bankers and their clients with fast action 
on procedures fashioned for their individual needs. 


There are many advantages for you in this customized type of 
title insurance service. We are an organization old in experience— 
young in action—capable in performance . . . recognized as one of 
the nation’s leading title insurance companies. We'd like to send you 


complete information about our service. 


DOSE ~ LOUISVILLE TITLE INSURANCE COMPANY 


i 


URANCH HOME OFFICE ° 223 S. FIFTH STREET ° LOUISVILLE, KENTUCKY 
OMPANY 





4 THE MORTGAGE BANKER + August 1956 























the builder 
who looks ahead 


.../ooks to 


PEASE 
HOMES 


Monday, a white colonial . . . Tuesday, a 
redwood ranch . . . who knows what 
Wednesday’s customer will ask for? Be pre- 
pared to satisfy . . . build Pease Homes! 


Every Pease Home can be varied endlessly 

in appearance . . . exactly as you specify 
when ordering. Open up a wall with a choice 
of windows . . . change the pitch of the 

roof . . . make one home white bevel, another 
rustic cedar siding. 


Whatever you or your customer may choose, 
it’s available in Pease Homes, preferred for 
dependable quality, individuality, immediate 
sale, prompt financing. Write today for 

free 72-page full color catalog to 

Pease Homes, Pease Woodwork Company, 
941 Forest Avenue, Hamilton, Ohio. 
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SPECIALIZING 
IN SERVICE TO 


MORTGAGE 
BANKERS 


LIFE INSURANCE 
COMPANIES 


BUILDERS 
LAWYERS 


LL laeli-ai-te Mob] 
ThitcMlarielac lara 
vabia 


Licensed to write 
Title Insurance in 
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ALABAMA 
ARKANSAS 
COLORADO 
FLORIDA 
GEORGIA 
INDIANA 
KANSAS 
LOUISIANA 
MICHIGAN 
MINNESOTA 
MISSISSIPPI 
MISSOURI 


MONTANA 
NORTH CAROLINA 
NORTH DAKOTA 
OHIO 
OKLAHOMA 
SOUTH CAROLINA 
TENNESSEE 

TEXAS 

WEST VIRGINIA 
WISCONSIN 
WYOMING 
PUERTO RICO 











A new P&H prefabricated home from Harnischfeger, 
a pioneer of the industry ...and a new source of 
really sound, profitable investments for the lender. 


The new P&H Clermont and Clover Homes mean 
better living for the owner, better business for the 
builder and better investment for you. Here’s why... 


Livability — the new L-shaped Clermont and Clover 
Homes provide more than 1,000 sq. ft. of usadle living 
space, plenty of storage, 3 big bedrooms, 1% or 2 
baths. They’re the most livable homes of their size. 
And they’re available with or without attached garage; 
in basement, slab or crawl space plans. 


Lasting Value—Harnischfeger’s precision manu- 
facturing, quality materials, efficient Dealer-Builder 
erection methods mean a home that is better-built, 
longer-lasting. And the P&H ‘‘styled-for-modern- 
living”’ design insures years of lasting resale value. 


HARNISCHFEGER HOMES, Inc. 


For 21 yeors, better value for the owner, better business for the builder, better investments for the lender. 


_..for Livability 
ee Lasting Value ... Less risk 






Less Risk— When financing P&H Homes, you have a 
sound, profitable investment. You know, practically 
to the penny, all the costs before the builder starts. 
Processing is faster, more standardized; overhead is 
lower. Loan commitments are shorter; P&H Homes 
are up in less than 8 hours, completed within 30 days 
of financing approval. Finally, you deal with a rep- 
utable pioneer of the industry — Harnischfeger, with 
21 years of experience. 


SEE THE NEW P2aH HOMES 
GET DETAILS 


Visit Port Washington, Wis. to see the model homes 
soon. Get details on the advantages of financing P&H 
Homes. Phone, wire or write for an appointment or 
information now. 


PaH HOMES, DEPT. MB-568, PORT WASHINGTON, WIS. 
Phone 611, Port Washington, Wis. 


QUALITY 


P:H 


HOMES 
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$250 Bittion NEstT 


We hear a lot about the need for more savings than are now 
accumulating because of the increasing demands of our 
expanding economy. The point is well taken; if the 

nation’s population and productive capacity continues its 
present growth, we will need a good deal more capital to 





Pp 
4GG 


finance it. Despite this, Americans have demonstrated their adherence 
to the principles of thrift as no other people ever have— 
as these data make dramatically clear. 


HE steady, and at times spectacu- 

lar, growth over the years in the 
people’s “nest egg” in life insurance 
and other accumulated long-term sav- 
ing has brought the total to within 
sight of the $250 billion mark. 

Right now these savings add up to 
more than $240 billion. Over the last 
four years they have been increasing 
at an average of close to $13 billion 
a year as against an annual average 
growth of less than $7 billion in the 
previous four years. 

Thanks to the people’s persistent 
saving, the life companies and other 
thrift institutions have become a ma- 
jor source of credit and investment 
funds for business and industry, the 
home owner, and government. So 
greatly have the demands on the capi- 
tal market been increasing, however 


Wis 
Ce 


en 


AMI: 
SERVICE 
COVERS 


ALLIANCE 
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—they rose by over 40 per cent in 
1955 to a new peak of $46 billion 
-that a serious question has risen 
whether the investment needs of the 
economy can be met on a sound 
basis without a substantially greater 
rate of personal saving than has been 
seen in recent years. 

The growth of personal long-term 
savings provides an index to the ex- 
pansion of the nation’s supply of capi- 
tal for productive investment over the 
years, with its implications for the 
future growth of the economy and for 
a further rise in living standards. At 
the same time, it gives a clear indica- 
tion of the great increase in protection 
now enjoyed by the average individ- 
ual and family against the economic 
impact of death, disability and retire- 
ment. 


The total accumulated long-term 
savings of individuals in life insurance, 
savings accounts, savings and loan as- 
sociations, current redemption value 
of U. S. Savings Bonds owned by 
individuals, and credit unions, has 
quadrupled over the last decade and 
a half. The accumulated savings total 
at the end of 1940 was just under $60 
billion as compared with the present 
$240 billion level. This rise has 
matched the growth of the economy 
in the period, the current $400 billion 
gross national product comparing with 
$100 billion in 1940. 


Over the longer-term, the growth 
in the people’s “nest egg” has been 
even more impressive. The expansion 
has been more than tenfold in the 
last generation, from the beginning of 
the Twenties to date, for accumulated 
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Im 1874, when the city of San Fernando 
was formed, town lots could be bought for as little 





. * n : Q 
as $10 each. Excursion trains brought throngs ou F ERNAW 
of people from Los Angeles to look at the new he S BCS: 
town, and those intending to become == P 


residents traveled at half fare. 


Whatever it cost, 


California land is precious...be sure it’s safe, too! 


An investment in California property grows in value every year. 
This investment deserves the best possible protection. 

We have helped make California land safe since 1893. 
Throughout these 63 years of conservative management, our 
assets have accumulated to more than $44,000,000. 

Here at Title Insurance, title service is fast, low-cost and 
dependable. Our Home Office has America’s largest staff of title 
specialists, plus the only complete land records of Los Angeles 
County...in 14 other California counties we have title plants and 
experienced title men. Here at Title Insurance is the best 
safeguard for buyers and lenders. 





America’s Largest 
Title Company 


Southern California’s Oldest 
Trust Company 


Title Insurance and Trust Company 


433 South Spring Street, Los Angeles 54 


California offices of Title Insurance and Trust Company in Bakersfield, Fresno, Independence, Los Angeles, Santa Ana, 
Santa Barbara, San Luis Obispo, Ventura, Visalia. iated Company office in San Diego (Union Title Insurance and 
Trust Co.). Subsidiary company offices in El Centro and San Bernardino (Pioneer Title Insurance and Trust Company) ; 

in Oakland and Hayward (Alameda County-East Bay Title Insurance Company) ; in Riverside (Riverside Title Com- 
pany); in the State of Nevada (Pioneer Title Insurance and Trust Company); in Portland, Oregon (*Title and Trust 

Company) ; in Seattle (*Washington Title Insurance Company). *List of counties available on request. 
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long-term savings of individuals added 
up to only $231 billion in 1920. Gross 
national product in this period has 
expanded less than four and one-half 
times, for it amounted to $91" billion 
in 1920. 

Thus over the last three and one- 
half decades, the accumulated long- 
term savings of the people have shown 
a rate of growth more than twice that 

activity. 
long-term 


of the country’s economic 
Right accumulated 

savings are the equivalent of 60 cents 
for every dollar of gross national prod- 
The comparable ratio in 1920 


now 


uct. 
was only 26 cents. 

Prices and population have, of 
course, increased in the period also. 
Present living costs are about a third 
greater than in 1920—that year, inci- 
dentally, marked the peak of the 
World War I inflation. And popula- 
tion has increased by almost 60 per- 
cent. 

But thrift has more than kept pace 
with these trends. For example, the 
current total of accumulated long- 
term personal savings figures out to 
close to $5,000 for every household in 
the country. This is nearly three times 
the comparable $1,700 figure in 1940, 
and more than five times the $950 
equivalent in 1920. 

A decided change in composition 
has accompanied the growth in accu- 
mulated long-term savings over the 
years. By far the biggest single me- 
dium in 1920 was the thrift account 
in commercial banks, which — then 
added up to $10% billion and repre- 
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through 67 years of experience, plus the 
security of a strong financial structure — 
those are the reasons why ATI is best able 


to offer you these specialized services. 
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ABSTRACT & 














°D pectalizyed services 


The knowledge and records accumulated 


INSURANCE 
*TAX AND TITLE SEARCHES © ESCROW AGENCY SERVICE 


INSURANGI 


110 FRANKLIN STREET e 


sented 45 cents of the accumulated 
long-term savings dollar. Though 
these savings are now close to four 
and a half times bigger than in 1920, 
they represent only 20 cents of the 
savings dollar. 

Savings in life insurance are now 
in the No. 1 position. They added 
up to just under $74 billion at the 
end of 1955, or 31 cents of the accu- 
mulated long-term savings dollars, as 
against only $5.5 billion or 23 cents 
in 1920. These figures are distinct 
from the face amount of life insurance 


protection in force, which amounted 
to more than $372 billion at the end 
of 1955 as against only $40 billion 
in 1920. 

Savings and loan associations ac- 
counts now represent 14 cents of the 
savings dollar as compared with 
around 8 cents in 1920. The com- 
parable proportions for mutual savings 
banks are 12 cents and 20 cents, re- 
spectively. U. S. Savings Bonds now 
account for 21 cents of the savings 
dollar as against only 3 cents in 1920, 
the biggest gain of all over the years. 


A Household Means a Mortgage 


Generally it works out about like that— 





involved. 


every new household means there’s a mortgage 

The number of households in- 

creased by nearly 11 million in the past decade, 

about all the evidence anyone needs for 
explaining why the mortgage loan business has 
been as busy as it has been during the same 


period. An even busier time is ahead in the Sixties. 


HE number of households in the 
United States increased by nearly 
11 million in the last decade, an aver- 
age of more than a million a year and 
by far the biggest rise for a 10-year 
period in the history of the country. 





@ ABSTRACTS OF TITLE 
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CORPORATION 


This extraordinary record is the 
result of a combination of factors in 
which the impact of World War II, 
high economic activity and personal 
income levels, and the expansion of 
savings and of retirement funds played 


BUFFALO, N.Y. 
ROCHESTER, N.Y. 
LOCKPORT, N.Y. 


BUFFALO 2, N. Y. 


major roles. Since the household is 
the nation’s basic economic as well as 
social unit, the accelerated growth in 
household formation contributed much 
to the progress of the American econ- 
omy over the past decade and is also 
a key element in future expansion. 

There were more than 4834 million 
households in March of this year. The 
comparable figure early in 1946 was 
about 38 million. Thus the number 
of households increased by some 1034 
million in the period. The record 
prior to the World War II period was 
set in the Twenties, when the number 
of households increased by about 51% 
million, or little more than half the 
1946-56 expansion. 

Outstanding in the latest household 
formation trend is the growing finan- 
cial independence of the older part 
of the population. This is evident in 
the number of individuals, as distinct 
from family groups, who have estab- 
lished their own homes in the last 
decade. 

There are now 6% million of these 
individuals maintaining their own 
household, more than half again as 
many as there were at the end of 
World War II. The great majority 
of these primary individuals are mid- 
dle-aged or older, and more than four 
out of every five are living alone. 

The family, of course, is stil] the 
predominant home-maker in this coun- 
try, as it has always been, and cur- 
rently comprises seven out of every 
eight households. However, the growth 
rate in new household formation by 
individuals has been double that of 
families in the 1946-56 period. 

The real boom in new households 
in the last decade came right after 
the end of World War II. With the 
demobilization of the Armed Forces, 
household formation jumped to more 
than a million in 1946 from an an- 
nual average of about 500,000 a year 
in the previous decade and a half, 
and reached a peak of more than 1.6 
million in 1949. It then tapered off, 
falling under a million in 1952. New 
households formed over the past year 
were close to a million. The next big 
push in household formation is ex- 
pected in the late Sixties when the 
children born in the baby boom of 
recent years become old enough to 
strike out on their own. The 65 and 
older part of the population will be 
substantially larger then, too. 
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However sound and profitable a real prop- 
erty investment appears, there is the ever 


present question of the status of the title. 


It has come to be accepted in both bank- 
ing and real estate circles that the title is 
good when insured by TG&T. The banker 
not only gets sound protection, but makes 


the loan with all the facts before him. 


TITLE GUARANTEE 
he and Trust Company 


HEAD OFFICE: 176 BROADWAY, N. Y. 38 * WOrth 4-1000 


TITLE INSURANCE IN NEW YORK, NEW JERSEY, 
CONNECTICUT, MASSACHUSETTS, MAINE AND VERMONT 


Reinsurance facilities available through primary 
litle insurers in many other states 
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The Dangerous Year for VAs 


The VA took about 4500 loans, analyzed them, and arrived at the 
conclusion that the second year is the time of highest foreclosure. 
More than half of the loans studied were no down payment mortgages. 


The second year is the time of 
highest foreclosure mortality among 
VA loans, and the loan isn’t really 
seasoned until after the fourth year. 
After that time, the foreclosure rate 
drops off sharply, becoming negligible 
after the seventh year, according to 
VA figures. 

A study summarizing the liquida- 
tions completed since the inception of 
the program revealed that there have 
been 21,215 GI first mortgage loan 
security liquidations, going back to 
1945. Of this number 6,525 liquida- 
tions were completed in 1954 and 
1955. The VA selected 4,469 of these 
liquidation cases as suitable for mass 
analysis and used them as the basis 
for a study of trends. 


The figures showed that in the 





DETROIT 


AND 


MICHIGAN 


TITLE INSURANCE on 
both Owner's and 
Mortgagee's Policies 
anywhere in Michigan. 
ABSTRACTS prepared 
and extended on lands 
in Wayne, Oakland and 
Macomb Counties. 
TAX reports prepared 
on condition of taxes 
to real property located 
in metropolitan Detroit. 


ESCROW Agent in all 
matters involving real 
estate transactions. 






dangerous second year, more than 
one-quarter of the total number of 
uncurable defaults occur. The third 
year is still to be watched, for it 
shows up 16.0 per cent of defaults. 
For the fourth and fifth years, the 
figures are 14.4 per cent and 14.0 per 
cent, respectively. In the sixth year, 
however, the segment is down to 6.9 
per cent and thereafter the drop is 
steady and rapid. 

The first year of a loan—same year 
as origination—witnesses the first un- 
cured default in 11.5 per cent of fore- 
closure cases. 

Once a loan begins to show signs 
of weakness, the average time for 
completion of the foreclosure is from 
six to eight months. However, in 
about 20 per cent of cases a period 


of up to 18 months is permitted to 
elapse before completion of fore- 
closure action. Fewer than 6 per 
cent of the cases are stretched out 
24 months or longer. 

More than half of the foreclosed 
GI loan cases represent no-down-pay- 
ment deals. Less than one-quarter 
had a down payment from | per cent 
to 5 per cent of the purchase price. 
Only 7.2 per cent of the foreclosures 
represented purchases where the 
equity was as high as 10 per cent. 


>> STABLE TREND: Rents and 
prices of both retail business and of- 
fice buildings of good quality are at 
the same or slightly higher levels 
compared with a year ago, and va- 
cancy rates are low for the majority 
of the country, NAREB’s current 
study shows. 

Looking ahead to the second half, 
92 per cent of the market reporters 
expect adequately maintained retail 
business structures in neighborhoods 
untouched by blight to stay at cur- 
rent price levels or rise. 

For modern office buildings, the 
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says Bill Barton, 
Servicing Manager 
for J. |. Kislak 
Mortgage Corp. of 
Florida in Miami 


"We are 90% 
changed from hand 
posting to machine 
posting using ‘South- 
ern’ pre-scheduled 
ledger cards. Very 
pleased with results. 
Save at least two- 





thirds of the time formerly used for 


posting and pre-scheduling. 
"This system will 
in our operation (currentl 


r 
Pre-scheduled ledger cards insure 
accurate remittance reports 


mit more flexibility 
4500 loans 






Neltiatane 








for 17 investors). We will be able to 
absorb more accounts with a minimum 
of effort. We post direct from checks. 
No receipts except for cash. No cashier 
card—a true single card system. And 
it's less effort when ‘Southern’ cards 
insure accuracy.” 


The Oldest Title insurance 
Compony in Michigan 


Abstract and Title 
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IN OUR 8th YEAR 
Send for samples or we will de- 
sign a special card to your speci- 
fications. No obligation. 


GUARANTY COMPANY 
735 GRISWOLD + DETROIT 26, MICH. 





SOUTHERN STATISTICAL COMPANY, DEPT. 4M, MEMPHIS 3, TENN. 
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forecast is for a rise in values in 28 
per cent of the market areas and 
stable prices in two-thirds of the na- 
tion. 

Retail business rental space in bet- 
ter locations was reported to be in 
more active demand and bringing 
higher rents than a year ago, but 
deteriorated shops or those in neg- 
lected areas are difficult to rent even 
at lower prices in many cities. 

In general, however, unoccupied 
retail business units represented a 
small share of the total supply. In 


’ 


a 
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ALL OVER AMERICA; * 
YORK RECORDS & SCHEDULES +¢ 

ARE WINNING INCREASED ACCEPTANCE 


half of the areas included in the 
survey, vacancies stood at 1 per cent 
or less, while 24 per cent of the com- 
munities listed them at 2 per cent. 
Rents are said to be the same in 60 
per cent of the cities and higher in 31 
per cent, compared with a year ago. 

Prices of retail business structures 
in the downtown area are generally 
the same as they were a year ago, 67 
per cent of the communities reported, 
while 24 per cent found them to be 
higher. Many of the respondents 
credited concerted steps to attract 
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Now saving time for Mortgage Bankers in 
31 States, the District of Columbia, and in Puerto Rico 


Today, York Records have won the approval of practically every major 
investor in Mortgage Loans. They are a recognized saver of both time 
and effort... and no high-priced equipment is required. 


York Records are standard record sheets, pre-printed and balanced for 
any type or denomination of loan. Also investigate York Loan Amor- 
tization Schedules, a companion product with ample posting space for 
mortgagor to record payments .. . improve your customer relations. 


Convert to York Records and you'll never “back slide” to old-fashioned 
pen and ink methods. Mail the coupon and find out why! 





YORK TABULATING SERVICE 


INCORPORATED 
“Publishers of Preposted Mortgage Records since 1947” 
225 EAST CLARKE AVENUE 


YORK 2, PENNA. 


I'd like to have more details about the advantages of York Records. Please send 


me the booklets I have checked: 


(_] FREE—“Aspirin for the Mortgage Banker's Eternal Headache.” The story 
of York Records and Schedules. 
(_] FREE—“A Revolution in Mortgage Accounting.” A resume of Single Debit, 


Single Credit Systems. 


_] Single Debit Mortgage Accounting Procedures—Price $1.00 postpaid. 
_] Single Credit Mortgage Accounting Procedures—Price $1.00 postpaid. 


NAME & TITLE _ 
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shoppers to the central city area, such 
as parking lots, with this strong price 
situation. Two-thirds of the returns 
said that transfers, too, were holding 
their own with a year ago. 

With respect to retail business 
properties in outlying areas, 47 per 
cent of the market areas found the 
rate of transfers to be higher than a 
year ago, and 42 per cent listed them 
at the same level. 





PERSONNEL 


in answering advertisements in this column, 
address letters to box aumber shown in care of 
the Mortgage Bankers Association of America, 
111 West Washington Street, Chicago 2, Illinois. 








WANTED—TWO EXECUTIVES 


We are seeking two men between thirty 
and forty years of age who have had at 
least five years successful experience in the 
mortgage field. One experienced in nego- 
tiating with builders in originating FHA 
and GI’s, the other being successful in ne- 
gotiating with sponsors and investors for 
all types of commercial and conventional 
mortgages. We are a major company in 
our area and are looking for top men to 
head up the two departments. For the 
right men these positions offer an attractive 
salary plus participation in the general 
profits. There is a real future in these con- 
nections. Write in detail, all communica- 
tions will be held in confidence, Write J. 
D. Abbott, Abbott Mortgage Company, 
725 Frick Building, Pittsburgh 19, Pa. 


SERVICING MANAGER WANTED 


Southern California Mortgage Company 
servicing over $150,000,000, desires Serv- 
icing Manager with previous experience in 
company of comparable size. All replies 
held confidential. Our employees know of 
this advertisement. Please reply to Box 391. 


AVAILABLE JANUARY Ist 


President of highly successful mortgage 
company in Middle Atlantic State, will 
consider only Florida, Gulf Coast, Texas 
or West Coast. A. B. Degree, good univer- 
sity, major in economics and scholarship 
from American Bankers Association. High- 
est recommendations from large investors, 
qualified appraiser life insurance com- 
panies, intimate knowledge all types of 
banking. Prefers to make sizable cash 
investment in your company and base sal- 
ary secondary to that consideration. Write 
Box 392. 


MORTGAGE EXECUTIVE 
AVAILABLE 

Intelligent, 32 year old vice president 
of mortgage firm, married, college grad- 
uate, 6 years experience in mortgage field. 
Experienced in originating construction 
and permanent loans, processing FHA, 
VA, and conventionals, closing, and serv- 
icing. Experienced in appraisal and insur- 
ance fields. Seeking connection with mort- 
gage firm or with insurance company in 
— or Eastern States. Write Box 
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One brand name usually stands head and 
shoulders above all others ‘in its field... 
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In title insurance it's “Lawyers Title.” 


Investots in redl.estcite,and real estate 
securities are better satisfied when 
Lewyets Title polities support their 
investments. ‘ ae i 


They know thot Lawyers Title Insurane 
Corporation consistently ond zeclow 


Titles insured L z 
sheonahout 48 states, meinteins its leadership among title 
the District of Columbia, insurance companies. 
Puerto Rico and Hawaii 
. 


NATIONAL TITLE 
DIVISION OFFICES 
CHICAGO NEW YORK 


7 
Branch Offices in 


Akron, O 
Atiante, Ge 
Auguste, Ga 
Birmingham, Ala 
Camden, N. J 
Cincinnati, O 
Cleveland, O 
Columbus, Go 
Columbus, O 
Dolias, Tex 
Dayton, O 
Decotur, Go 
Detroit, Mich 
Flint, Mich 
Freehold, N. J 
Grand Rapids, Mich 
Macon, Ga 
Marietta, Go 
Miami, Fle 
Mount Clemens, Mich 
Nework, N. J 
New Orleons, Lo 
Newport News, Vo 
New York, N.Y 
Norfolk, Va 
Pittsburgh, Pa 
Pontiac, Mich 
Richmond, Va 
Roanoke, Va 
Savannah, Go 
Springfield, til 
Washington, 0. C 


awyers |[itle 


Tititixeli teem @e)u Pletal ten 


Winston-Salem, N. C Home Office ~ Richmond .Virginia 


Winter Hoeven, Fila 
5G gone ee 





REPRESENTED BY LOCAL TITLE COMPANIES 
IN MORE THAN 200 OTHER CITIES 
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“Mortgage Banker 


» At the Crossroads in 
Investment Decisions 


By Roger F. Murray 


These are trying times for the investment manager trying to look ahead and 


see what he should do—which means that he has to guess what 


investment conditions are around the corner. Mr. Murray is one of the 
country’s foremost investment analysts, and his conclusions here were 
originally directed to savings banks portfolio managers. A little 
less tightness in the money market is in prospect for the next 
several months, but we should be alert to the possibility 

of a resurgence in business around the turn on the year “which 
might cause a renewal of the upward drift of rates.” For the 
long term, he says “be prepared for wide and even 

violent swings in capital market conditions without necessarily 

a persistent trend in any one direction.” 


N the management of the earning 
| assets of mutual savings institu- 
tions, we normally think of making 
a great many individual decisions on 
the basis of specific sets of facts and 
without too much 
regard for really 
long-term policy 
considerations. My 
title may sound 
overly dramatic, 
therefore, because 
it incorporates the 
idea of our being 
under pressure to 
make abasic, 
single choice or 





Roger F. Murray 


major policy decision. 

On a moment’s reflection, however, 
I think we cannot escape formulating 
a consistent answer to a series of 
closely related questions. 

For instance, is this the 
accumulate large holdings of Treasury 
3s against the day when they will be 
quoted at a substantial premium and 
their immunity from call will be im- 
portant? 


time to 


Should the pace of mortgage lend- 
ing be accelerated in anticipation that 
the supply of loans will be inadequate 
relative to the heavy flow of funds 
into the thrift institutions ? 

Should common stocks be ap- 
proached with caution? 

Is this the time to be less active 
in continuing the competitive race 
by emphasizing higher dividend rates 
to depositors ? 

An affirmative answer to this series 
of questions reflects an approach 
to investment policy considerations 
which many people would call too 
orthodox and old-fashioned. This re- 
sponse seems to imply that we have 
not necessarily found the formula for 
econemic stability and steady, con- 
tinuous growth. 

In contrast, everyone has heard of 
the potentialities of the dynamic 
American economy. These expositions 
focus on the revolutionary effects of 
technological developments in indus- 
try, the explosive pace of population 
changes, the stimulus to capital in- 
vestment of wage rates which tend 





to advance more rapidly than produc- 
tivity, and the basically inflationary 
pressures generated by our efforts to 
sustain a rising standard of living 
while carrying a heavy national de- 
fense program. If one adds all of 
these factors together, with the appro- 
priate allusion to the supposed con- 
version of business men to taking a 
longer term point of view, one can 
look forward with keen anticipation 
to the dynamic *60s in which the 
housing of our rapidly expanding 
population and the supplying of re- 
lated services will place tremendous 
demands upon the capital - markets 
and the savings flow. 

The picture of the dynamic Ameri- 
can economy entering into a new era 
of uninterrupted growth can be pre- 
sented very persuasively. This is a 
fresh approach, as modern as_ the 
electronic computer and as stimulat- 
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ing to the imagination as the latest 
industrial research laboratory. With 
the alleged built-in stabilizers cush- 
ioning any declining tendencies which 
may develop, and with all of these 
dynamic forces at work in the direc- 
tion of growth, we can contemplate 
a high spending economy which is 
perpetually bursting at the seams. 


Presumably, the insistent demand 
for capital will outrun the flow of 
funds through the major thrift insti- 
tutions with the result that interest 
rates will be pushed upward and 
credit policy will have to be restrictive 
most of the time. 

If one is convinced by this line of 
reasoning, he must come up with dis- 
tinctly negative answers to the initial 
series of questions: Treasury 3s are 
unattractive; there is no hurry about 
lining up mortgage loans; common 
stocks hold no important risks; and 
management should not hesitate to 
move aggressively on raising dividend 
rates to depositors. The true advocate 
of the dynamic American economy 
credo, if he is at all consistent in 
applying it to investment policy, 
comes to substantially opposite con- 
clusions from those reached by the 
orthodox and old-fashioned observer 
of the same economic scene. 

The conclusion that we are in at 
least a different era, even though it 
may not be completely new, is strong- 
ly supported by the record of the 
modest corrections which occurred in 
1948-49 and in 1953-54, when rolling 
readjustments were taken in stride. 
It is undeniable that these modest 
interruptions in the growth of eco- 
nomic activity represent a very pleas- 
ant and gratifying contrast to the 
types of major collapses which have 
typically followed other periods of 
wartime inflation. In looking to the 
future, moreover, we cannot argue 
against the fact of a major shift in 
population trends nor should we un- 
derestimate the great vitality of the 
American business system. 

The issue, however, is not between 
the extreme points of view of the 
wild-eyed optimist on the one hand 
and of the prophet of gloom and 
doom on the other. The particular 
crossroads which we now face in 
investment policy offers a choice 
between the judgment that we in- 
evitably face extended periods of 
slackness and easy money in the capi- 


tal markets or the conviction that 
periods like the June, 1953, and April, 
1956, have set a pattern of rates 
which we should expect practically 
all of the time. During each period 
of comparatively tight money, we 
have had the problem of trying to 
judge its duration and severity. The 
present is no exception and we must 
face up to this question if we are to 
arrive at reasonably intelligent port- 
folio management decisions. Let us 
consider first the near-term outlook. 

What, then, are the prospects dur- 
ing the next six months or more for 
interest rates on long-term loans and 
investments? Have we finished the 
1955-56 period of rising interest 
rates? What are the chances of a 


of the useful statistics gathered jointly 
by the Securities and Exchange Com- 
mission and the Department of Com- 
merce and the important McGraw- 
Hill survey of expectations, we still 
lack the ability to make really reliable 
forecasts of the level of business in- 
vestment. Taking the statistics and 
trends at face value, we should recog- 
nize that there appear to be signs 
only of growth in the level of capital 
investment. Furthermore, the record 
of recent years appears to indicate a 
greater degree of stability in business 
capital outlays. In the 1949 and 1954 
adjustments, the declines were no 
greater than in the general range of 
industrial production. There seems to 


be a good foundation for the belief 


DISCREDITED IDEA: Not just in this country but throughout the 
world, the advocates of a flexible credit policy are apparently 

winning the debate of the last quarter-century. The idea that 

easy money is the answer to all problems under all circumstances has 
been discredited. The case for the application of credit restraint 

when inflationary pressures are rising has been strongly supported by the 
experience of the postwar years. More than for many a long year, 

there is agreement among economists, government officials, and men in 
finance that a wide range of flexibility in credit policy is both 

desirable and effective as a contributor to the goal of 

economic stability. We are on notice then that we should think in terms of 
monetary and credit measures which will be rather radically 

changed to meet different situations. The authorities 

will be prepared really to tighten money at one time and to 


recurrence of similar pressures on the 
capital market in the near future? 
After seeing the February rally in the 
bond market turn out to be merely 
the forerunner of the April decline, 
all of us are naturally in a skeptical 
frame of mind regarding the recent 
recovery. 

There are clearly enough soft spots 
in the economy to justify the observa- 
tion that the business outlook is 
mixed. In fact, if it were not for the 
high level of business outlays for 
plant and equipment, we would prob- 
ably be in a period of adjustment 
such as that which began in the latter 
part of 1953. However, the rising rate 
of business investment, including the 
accumulation of inventory, has cre- 
ated a sufficiently strong tone to the 
market for producers’ durable goods 
to prevent any real slackening in the 
total business picture. 

Although we now have the benefit 
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ease it drastically at another. 


that the capital expenditure boom 
will be firm enough to carry us 
through the current period of uncer- 
tainty and also through a modest 
liquidation of inventories. 


We may plausibly conclude, there- 
fore, that we have already seen most 
of the softness in the business picture 
and that with the passage of time 
we should expect a resumption of 
more active consumer spending on 
durable goods. Frankly, I find it dif- 
ficult to develop much conviction on 
this point although on balance it 
seems likely that we shall be able to 
work down inventories and stimulate 
more active consumer spending before 
the end of the year. In the process, 
of course, there will undoubtedly be 
a less urgent demand for credit and 
for investment money than has been 
the case during the past 12 months 
or more. If this is a valid assumption, 
we might expect relative stability in 
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the bond market and in the level of 
mortgage yields for another few 
months. There will still be the distinct 
possibility, however, that tight money 
pressures could be operative again be- 
fore another year has passed if the 
business improvement materializes. 
Essentially, any firm judgment on this 
possibility must be reviewed fre- 
quently because in this area we are 
trying to guess what will be the atti- 
tude of business men and consumers 
six to nine months from now when 
they will be looking not at the pres- 
ent situation but at a new set of 
factors operating in a changed en- 
vironment. 

In thinking about the background 
for investment policy over the longer 


in excess of the regular savings flow. 

More specifically, if we assume that 
the next decade will be characterized 
by a well-sustained and expanding 
demand for funds, we should logically 
expect that the very persistence of 
these pressures would result in an 
appreciably higher level of interest 
rates by the end of the period than 
if the capital markets had been char- 
acterized by swings of short duration 
between tightness and ease as has 
been the case since the Spring of 
1951. In my opinion, there are a 
good many reasons why, over the 
longer term, we should anticipate 
rather frequent and sharp changes in 
interest rates rather than protracted 
trends in either direction. Especially, 


LOGICAL EXPECTATION: It is my firm belief that in appraising the 
longer-term outlook we should be prepared, in the development of 
investment policy, to deal with a pattern of interest rates 

which fluctuates widely over comparatively short periods of time. 

The change from extreme ease in the Summer of 1954 to the very tight 
situation which emerged in the Spring of this year might prove to be 
fairly typical of the rapidity and range of interest rate fluctuations during 
the years ahead. This, of course, assumes that, as | am strongly 
convinced, the growth and progress of this country will 

follow an irregular, fluctuating path rather than a straight line 
projection from here through a new era to the most 

optimistic computations for the year 1965. 


term, we again face a choice between 
the points of view of the more ortho- 
dox thinkers and the dynamic Ameri- 
can economy enthusiasts. The choice 
is specially important because the 
level of interest rates, after all, is not 
established by precise relationships to 
the supply and demand of funds. 
Custom, contractual relationships, 
governmental policies in the realm of 
money and credit, and just plain 
“horse-trading” all make important 
contributions to the interest rate 
structure. The duration of a rising 
trend in interest rates, for example, 
may be quite important. A period 
of tight money which lasts for two 
years will undoubtedly produce a 
higher level of interest rates than if 
the same forces operate for only one 
year. It is necessary, therefore, in 
looking at the longer-term outlook 
to reach a judgment on whether we 
are likely to have persistent, as con- 
trasted with intermittent, bursts of de- 
mand for long-term capital funds 


I want to emphasize five of these 
reasons: 

>> Through the application of credit 
restraint, the principal thrift institu- 
tions, with perhaps the partial excep- 
tion of the savings and loan associa- 
tions which have recourse to the 
Federal Home Loan Banks, find it 
necessary to operate substantially on a 
cash basis. This is unlike the situation 
of the fairly recent past. In 1948, for 
example, the pegging of government 
bond prices provided an almost in- 
definite expansibility of the invest- 
ment funds available in the thrift in- 
stitutions. In 1954, bank purchases 
of government securities made funds 
freely available. In 1955, the expan- 
sion of mortgage warehousing facilities 
provided “stretch” to the capital mar- 
kets. During this year, however, we 
have seen that almost all of the elas- 
ticity can be removed if credit policy 
is directed to that end. Putting these 
institutions on close to a cash basis 
inevitably means that the range of 


fluctuations in interest rates will be 
magnified. 

>> In the area of the corporate de- 
mand for funds, we are all conscious 
of the tremendous amount of internal 
financing done through depreciation 
and retained earnings, with the result 
that corporations have to seek exter- 
nal sources of funds only during peak 
periods when heavy capital outlays 
happen to coincide with a build-up 
of inventories and receivables. When 
such demands expand by 10 per cent 
beyond internal sources of funds, they 
may readily cause a 50 per cent in- 
crease in the actual demand on the 
capital markets. This marginal effect 
has, of course, been a primary in- 
fluence on the bond market this year. 
An especially drastic decline in the 
corporate demand for external funds 
would, of course, occur in a business 
reversal. 

>> Not just in this country but 
throughout the world, the advocates 
of a flexible credit policy are appar- 
ently winning the debate of the last 
quarter-century. The idea that easy 
money is the answer to all problems 
under all circumstances has been dis- 
credited. The case for the application 
of credit restraint when inflationary 
pressures are rising has been strongly 
supported by the experience of the 
postwar years. More than for many 
a long year, there is agreement among 
economists, government officials, and 
men in finance that a wide range of 
flexibility in credit policy is both de- 
sirable and effective as a contributor 
to the goal of economic stability. We 
are on notice then that we should 
think in terms of monetary and credit 
measures which will be rather radi- 
cally changed to meet different situa- 
tions. The authorities will be prepared 
really to tighten money at one time 
and to ease it drastically at another. 
This will have the effect of exaggerat- 
ing the fluctuations in interest rates 
which may normally result from 
changes in the basic supply and de- 
mand of funds. 

>> It is evident that the long-term 
financing of the consumer will con- 
tinue to be of increasing importance 
as compared with the financing of 
the producer. If one takes into ac- 
count home mortgage financing and 
all aspects of consumer credit, it is 
clear that in the years ahead, particu- 
larly when we come into the active 
(Continued on page 22, column 3) 
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THE REMARKABLE RECORD OF THE 
LIFE COMPANIES IN MORTGAGES 


N UNDERSTANDING of the 
forces determining life company 
investments is fundamental to an un- 
derstanding of their activity in the 
mortgage market. : 

At the present 
time, the assets of 
life companies are 
increasing at a 
rate of nearly $6 
billion each year. 
This figure is the 
net increase and 
does not reflect the 
total volume of 
funds life compa- 
nies have available 





Dr. James J. O’ Leary 


for investment each year because it 
does not take account of repayments of 
mortgages, sinking fund payments on 
corporate securities, bond maturities, 
and other similar items. The 
flow of funds which life companies 


gross 


have available for investment each 
year now amount to $10-12 billion. 
This is a staggering figure. At the 
same time it is a measure of the 


enormous contribution which life com- 


panies now make to the economic 


growth and higher living standards 
enjoyed by the American people 
through the reinvestment of life in- 
surance savings. 

Perhaps the unique characteristic 
of the life companies in their invest- 
ment operation is the wide variety of 
investment outlets into which their 
funds are directed. I find that mort- 
gage bankers frequently fail to appre- 
ciate that life companies not only have 
the option to invest funds in mort- 
gages, whether they be government- 
insured or guaranteed, conventional, 
or within the conventional category 
whether they be commercial or indus- 
trial, but they are also one of the 
most important providers of capital 
funds to business and industry, to 
public utilities, to railroads, to the 
Federal, state and local governments, 
to name the more important outlets. 
There is no other investing institution 
which has the latitude to invest its 
funds in so many ways. There is no 
other institution which is 
expected by so many different users 
of capital funds to meet and fully 


investing 


By JAMES J. O'LEARY 


satisfy their demands. 


What are the basic forces deter- 
mining where these funds flow? All 
life insurance companies, whether 
stock or mutual, bend every effort to 
realize the highest yield on their in- 
vestment without the assumption of 
undue investment risk. The financial 
officers of life insurance companies are 
a highly intelligent, alert group of 
men who compete fiercely with each 
other to achieve the best record of 
yields on investments. This compe- 
tition exists not only between com- 
panies but also within companies as 
between the bond and mortgage de- 
partments. It is not surprising, there- 
fore, that in a period of changing 
interest rates, yield differentials be- 
tween various types of investments are 
watched carefully and the flow of 
funds is altered accordingly. 


Beyond the impulse of yield, how- 
ever, is the fact that most life insur- 
ance companies are convinced of the 
desirability of maintaining a proper 
diversification of their investments. In 
every company there is some accepted 


Last year they took $6 billion of nonfarm mortgages, in the 1946-55 decade they took more 


than $38 billion. What is ahead? 


According to Dr. O’Leary, “I do not believe that we shall witness any 


severe change in the overall availability of residential mortgage funds this year, or even in 


the availability of FHA and VA mortgage money. This is because at the beginning of the year most 


life insurance companies active in the FHA and VA mortgage market made decisions about 


the availability of funds which will be altered only gradually. We are hearing more and more today 


about soft spots in our business picture, particularly in the automobile and durable goods industries 


generally, and in retail sales. In the face of this I rather expect the Federal Reserve will go slowly 


on further tightening of credit and there is some reason to expect that in coming weeks the situation may 


be eased somewhat. Moreover, it is highly significant that in this period we have not had any recurrence 


of Treasury action in the debt management field to tighten up the availability of long-term funds.” 
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standard, at any given point of time, 
of the desirable goal that the company 
should have for its mortgage holdings 
in the different categories. There is 
likewise a similar goal for the various 
types of securities held by the com- 
pany. Ideas on what the proper di- 
versification is differ as between indi- 
vidual companies, and these ideas are 
altered over a period of time, but 
nonetheless diversification is an im- 
portant consideration. In particular, 
during the past decade many life com- 
panies have changed their thinking 
considerably about the proper propor- 
tion of their assets in mortgages and 
government securities. 

Life insurance companies are truly 
long-term investors. This is natural 
in view of the long-run character of 
life insurance contracts. This means, 
therefore, that life insurance compa- 
nies are basically interested in acquir- 
ing investments which will provide an 
attractive rate of return over a period 
of time. They are much less interested 
than most investors in capital gains 
aspects of the investment process. 

One of the motivating forces be- 
hind the flow of life insurance funds 
into investment is a sense of social 
responsibility on the part of life in- 
surance companies. In an economy 
such as ours, in which free markets 
prevail for the most part, the mere 
fact that life insurance companies di- 
rect their funds to the points of high- 
est yield indicates that they are re- 
sponsive to the demands for capital 
from the various parts of the economy. 
Beyond this, however, most top-flight 
executives of life insurance companies 
realize that there are sometimes social 
responsibility questions which cannot 
be answered solely by market forces. 
There have been times in recent years, 
for example, when life companies pur- 
chased government securities because 
they were convinced it was the right 
thing to do even though the yields 
were unattractive. 

An analysis of trends in life insur- 
ance company investment in the mort- 
gage field indicates an encouraging 
trend. 

At the end of 1929, the life insurance 
companies of the country held $5.2 bil- 
lion of nonfarm mortgages which rep- 
resented 30 per cent of total assets. The 
year 1929 represented the high point 
for nonfarm mortgages as a per cent 


of assets. This relationship declined 


steadily until 1946, at which time non- 
farm mortgage holdings of life com- 
panies were about $6.5 billion or just 
short of 15 per cent of total assets. 
The story since 1946 is a familiar one, 
in that by the end of 1955 life com- 
pany holdings of nonfarm mortgages 
amounted to over $27 billion or 30 
per cent of total assets. Unless we 
witness an important change in the 
nature of our national economy, I 
do not believe that this trend is any- 
where nearly at an end. Some further 
figures are interesting and reassuring. 

Last year the life insurance compa- 
nies made $6 billion nonfarm mort- 
gage loans, the largest amount they 
have ever made in a single year. Of 
this total, $2.8 billion were govern- 
ment-insured or guaranteed residen- 
tial mortgage loans and about $2 billion 
were uninsured residential loans. The 
remaining $1.2 billion were business 
and industrial mortgage loans. Dur- 
ing the decade 1946-1955 inclusive, 
the life insurance companies made 


$38.1 billion of nonfarm mortgage 
loans. A little over $9 billion of this 
total were FHA loans, $7.7 billion 


were VA loans and $21.4 billion were 
conventional. 

In the conventional category about 
60 per cent were residential loans. 
Throughout the 10-year period, there- 
fore, the life companies made approxi- 
mately $29 billion of residential mort- 
gage loans. Of the total of $56.8 
billion of FHA and VA mortgage 
loans made by all lenders in the pe- 
riod 1946-1955, the life insurance 
companies made about 29 per cent. 

This, to me, is a remarkable record. 
Along with this trend toward a larger 
percentage of mortgages in life in- 
surance company portfolios the life 
insurance business has come to realize 
more and more the great importance 
of having a top-notch organization to 
originate and service the mortgages 
which they hold. I have detected an 
ever greater desire on the part of most 
companies to keep their loan corre- 
spondent system strong. Perhaps the 
most important aspect of this is a 
recognition that to be strong a corre- 
spondent organization must have a 
fairly regular flow of funds on which 
it can depend. This brings us then to 


“When we study the record of residential construction and the 


rise in the price of housing over the past decade, it is clear 


that at certain times too much money has gone into residential 


construction for our own good. We have too often seen 


commercial bank credit used for long-term mortgage financing 


on top of a full utilization of savings for financing homes, 


industry, and commerce—not to mention Federal and State 


Government. When all of 
our productive resources 
are utilized, the pouring in 
of new money can do little 
else than drive up prices. 
None of us wants to see a 
runaway boom and then a 
collapse in the residential 
construction field. We all 
desire a balanced and 
regular growth without 


' 2 
inflationary excesses. 
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the question of how government policy 
affects the flow of life insurance com- 
pany funds into mortgage investments. 

Perhaps the best way to outline 
how government policy affects life in- 
surance company mortgage invest- 
ments is to analyze three periods in 
the history of the mortgage market 
and the capital market as a whole. 
The three periods I have chosen are, 
first, the tight money situation in the 
first six months of 1953; second, the 
period of ease, or relative ease from 
the late Summer of 1953 throughout 
most of 1955; and, third, the current 
situation. 


First, then, my own conception of 
the developments in the Spring of 
1953 as they affected the mortgage 
market, with particular attention to 
life insurance investments in the mort- 
gage market. At the time the new 
Administration came into power there 
great deal of agreement in 
Washington elsewhere that the 
country was in for another round of 
inflationary boom. The Federal Re- 
serve was in process of tightening up 
bank reserves in an 
business 


was a 


and 


on commercial 


effort to restrain “exuber- 
The big new development, 
however, was the program undertaken 
by the new Treasury to sell long-term 


bonds. 


” 
ance. 


Early in February, 1953, Treasury 
with the life in- 
surance and made it clear 
that they would like to sell some long- 
term bonds to nonbank investors such 
as life insurance companies in order 


officials consulted 


business 


to draw funds away from certain areas 
of inflation such as the mortgage mar- 
ket. At the same time, they argued 
that the sale of long-term bonds to 
nonbank investors would make it pos- 
sible for the Treasury to obtain its 
funds from the savings of the people 
would avoid the obtaining of 
funds from the commercial banks’ ex- 
pansion of the money supply. Psycho- 
logical forces operating throughout 
the securities and mortgage markets 
are exceedingly potent and the mere 
knowledge that the Treasury was con- 
templating this program was sufficient 
to bring about a sharp decline in the 
prices of government securities and a 
corresponding rise in government se- 
curity yields. Actually, this movement 
was greatly accentuated by exagger- 
ated ideas on the part of the financial 
community about how much in the 


and 


way of long-term financing the Treas- 
ury desired to do. In any event, the 
decline in prices of government securi- 
ties spread into the highly sensitive 
corporate bond area of investments 
and yields rose sharply on corporate 
securities, particularly on bonds placed 
directly with life insurance companies. 


This development set in motion an 
abrupt shift of life insurance funds 


to the commercial banking system. At 
the same time, the Treasury withdrew 
sharply in its ambitions about funding 
the debt. At about the same time, 
also rather belatedly, the interest rate 
on government-insured and guaran- 
teed loans was raised to 4% per cent 
and the situation regarding discounts 
on GI mortgages was clarified to per- 
mit these discounts to be charged pro- 








“Along with the trend toward a larger percentage of 


mortgages in life insurance company portfolios the 


life insurance business has come to realize, more and 
more, the great importance of having a top-notch or- 


ganization to originate and service the mortgages 


I have detected an ever greater 


desire on the part of most companies to keep their 


loan correspondent system strong. Perhaps the most 
important aspect of this is a recognition that to be 
strong a correspondent organization must have a 


fairly regular flow of funds on which it can depend.” 





which they hold. 
away from the government-insured 
and guaranteed mortgage market veteran. 


where rates were rigid into conven- 
tional residential mortgages and busi- 
ness and industrial mortgages, and 
particularly into corporate bonds ac- 
quired directly from the issuers. 
Throughout this period the combined 
action of the Treasury and the Fed- 
eral Reserve, plus the rigid rates on 
FHA and VA loans, produced a 
drought in the available funds for the 
government-insured and guaranteed 
market. Moreover, it led generally to 
a stiffening of other terms on mort- 
gage loans beside the interest rate. 


This brings us then to the second 
period from the summer of 1953 pretty 
much through 1955. By the end of 
May and early in June certain basic 
changes had occurred which turned 
the mortgage market around in an 
entirely different direction. By the 
late Spring it had become obvious 
that soft spots existed in the business 
situation and the Federal Reserve 
moved swiftly in the direction of a 
policy of “active credit ease.” That 
is, reserves were made freely available 
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vided they were not borne by the 


Moreover, during the mild 
business downturn which occurred, 
the demand for industrial loans sub- 


sided. 


In the situation the prices of gov- 
ernment securities made a rapid re- 
covery and the yields on government 
and corporate securities declined 
sharply over a relatively short period 
of time. In the face of this, the life 
insurance companies found mortgages, 
and particularly FHA and VA mort- 
gages, a highly attractive investment 
outlet. It is no surprise, therefore, 
that beginning in the summer of 1953 
the new commitments of life insurance 
companies to purchase VA mortgage 
loans increased sharply by 375 per 
cent and this rise in new commit- 
ments continued steadily through the 
third-quarter of 1954. As a general 
rule, the VA mortgage on a yield basis 
and in volume was most attractive to 
life insurance companies from the 
middle of 1953 pretty much until the 
early spring of this year. By the spring 
and summer of 1954 the situation of 











ease also affected the terms on VA 
and FHA mortgage loans to the point 
where 30-year no-down payment loans 
were acceptable to many life insur- 
ance companies. 

Now, what can be said about the 
current situation in the mortgage mar- 
ket as viewed through the eyes of life 
insurance companies? In December ot 
last year I sent out a questionnaire to 
a sizeable number of life insurance 
companies holding the bulk of the as- 
sets of the life insurance business asking 
what their plans were for investment 
in mortgages during 1956. The gen- 
eral reply by most companies was that 
they were planning to invest about as 
much money in the mortgage market 
this year as was true of 1955. Last 
year the life insurance companies ac- 
quired a record amount of $6 billion 
of nonfarm mortgages, the bulk of 
which were residential. 

The expectation of December, I am 
sure, is sharply changed by now but, 
nonetheless, I have some figures which 
I think are interesting and reassuring. 
During the first quarter of 1956, the 
life insurance companies acquired a 
larger volume of nonfarm mortgages 
than were acquired in the correspond- 
ing period in 1955. The figures were 
$1,590 million for the first quarter of 
1956 as compared with $1,414 million 
for the first quarter of 1955. Within 
this total are acquisitions of VA mort- 
gages amounting to $477 million in 
the first quarter of 1956 as compared 
with the lesser amount of $433 million 
in the first quarter of 1955. However, 
as will be immediately recognized, 
these acquisition figures reflect past 
commitments and do not provide a 
good picture of current decisions in 
the mortgage market. It is significant 
that new commitments to purchase 
nonfarm residential mortgage loans 
made by life companies declined 
slightly in the first quarter of this year 
as compared with 1955. This decline 
was particularly noteworthy in the 
government-insured and guaranteed 
categories. 

What are the forces which have 
been operating to bring about this 
change in the mortgage market? They 
are undoubtedly painfully clear to all 
mortgage men. Early this year we 
experienced a sharp expansion of com- 
mercial bank loans to replenish work- 
ing capital of business concerns which 
was depleted by income tax payments. 


The building of inventories was also 
an important cause. Along with this, 
there has developed an enormous ex- 
pansion of demand for capital funds 
from business and industry for pur- 
poses of expanding plant and equip- 
ment. This has been accompanied by 
a boom in the non-residential con- 
struction field. In the face of this de- 
velopment the Federal Reserve Board 
became increasingly impressed in the 
spring of the year with the inflationary 
forces at work in our economy and 
proceeded to tighten its restraint upon 
the expansion of bank reserves and 
ultimately we had an increase in the 
rediscount rate. 

With the availability of commercial 
bank loans so tight, some of the de- 
mand for loans which would ordi- 
narily have been placed with the com- 
mercial banks has spilled over into 
the long-term credit field. This, plus 
the huge demands in this area already 
at this time, has created a situation 
where life insurance companies are 
facing a heavy demand for funds from 
business and industry. This demand 
comes at a particularly difficult time 
in view of the fact that the life insur- 





In the face of this situation, which 
exists not only in the life insurance 
business but also with other types of 
nonbank institutional investors, it has 
been perfectly natural for flexible in- 
terest rates to rise. As a result, the 
yields obtainable on high-grade bonds 
purchased directly from the issuers 
have become most attractive relative 
to the yield on government-insured 
and guaranteed mortgages. The same 
thing is true of the yield on purchase- 
leaseback investments and conven- 
tional mortgage loans, both residential 
and commercial and industrial. What 
we are witnessing, therefore, is a tend- 
ency for the life insurance companies 
to redirect their funds somewhat away 
from the government-insured and 
guaranteed mortgage market where 
yields are relatively much less respon- 
sive to market forces. 


How serious will this situation be- 
come? Actually, I do not believe that 
we shall witness any severe change in 
the overall availability of residential 
mortgage funds this year, or even in 
the availability of FHA and VA mort- 


gage money. This is because at the 





“We are witnessing a great deal of criticism of the 
Federal Reserve for the credit restraint it has been 
exercising and for the effect this restraint is having 
upon residential construction and the mortgage mar- 
ket. Naturally, home builders desire to go on each 
year rising to new records in the volume of homes 
built. Naturally, mortgage bankers are delighted with 
the highest possible volume of mortgage lending. 
Basically, lending institutions such as life insurance 
companies are interested in having a heavy volume of 
mortgages offered them at attractive yields. It is 
common in Congressional circles to hear the com- 
plaint that not enough money is being made available 
to the mortgage market.” 





ance companies have a heavy backlog 
of forward commitments, a substan- 
tial part of which will be taken down 
this year. Moreover, the flush days 
of having readily available assets to 
sell in order to obtain additional funds 
to put into mortgages have pretty 
much come to an end and life com- 
panies are required to depend heavily 
upon their cash flow. 





beginning of the year most life insur- 
ance companies active in the FHA 
and VA mortgage market made deci- 
sions about the availability of funds 
which will be altered only gradually. 
We are hearing more and more today 
about soft spots in our business pic- 
ture, particularly in the automobile 
and durable goods industries generally, 
and in retail sales. In the face of this 
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I rather expect that the Federal Re- 
serve will go slowly on further tighten- 
ing of credit and there is some reason 
to expect that in coming weeks the 
situation may be eased somewhat. 
Moreover, it is highly significant that 
in this period we have not had any 
recurrence of Treasury action in the 
debt management field to tighten up 
the availability of long-term funds. 


These views might be summarized 
in the following way. The most com- 
pelling motive directing the flow of 
life insurance investments is the desire 
to maximize investment yield. During 
the decade following World War II, 
the life insurance companies have 
made an enormous amount of money 
available for mortgages, both residen- 
tial and commercial and industrial. 
The availability of these funds has 
sometimes varied because of changing 
conditions in the capital market and 
changing policies by government agen- 
cies, particularly the Federal Reserve 
System and the U. S. Treasury. These 
changes have produced in turn 
changes in yield spreads with the re- 
sult that frequently the yields on FHA 
and VA mortgages have not been 
competitive and the supply of funds 
in this market has been reduced. 


We are witnessing today a great 
deal of criticism of the Federal Re- 
serve for the credit restraint it has 
been exercising and for the effect this 
restraint is having upon residential 
construction and the mortgage mar- 
ket. Naturally, home builders desire 
to go on each year rising to new rec- 
ords in the volume of homes built. 
Naturally, mortgage bankers are de- 
lighted with the highest possible vol- 
ume of mortgage lending. Basically, 
lending institutions such as life insur- 
ance companies are interested in hav- 
ing a heavy volume of mortgages of- 
fered them at attractive yields. It is 
common in Congressional circles to 
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hear the complaint that not enough 
money is being made available to the 
mortgage market. 

When we study the record of resi- 
dential construction and the rise in 
the price of housing over the past 
decade, it is clear that at certain times 
too much money has gone into resi- 
dential construction for our own good. 
We have too often seen commercial 
bank credit used for long-term mort- 
gage financing on top of a full utiliza- 
tion of savings for financing homes, 
industry, and commerce—not to men- 
tion Federal and state Government. 
When all of our productive resources 
are utilized, the pouring in of new 
money can do little else than drive 
up prices. None of us wants to see 
a runaway boom and then a collapse 
in the residential construction field. 
We all desire a balanced and regular 
growth without inflationary excesses. 

These are the questions which the 
Federal Reserve Board must consider. 
They are a highly able group of men 
and they have a most competent staff. 
I know of no group whose judgment 
is more trustworthy. We must admire 
their courage. I am sure that they 
will alter their policies promptly if 
conditions dictate it. An independent 
and fully objective Federal Reserve 
Board is essential for the maintenance 
of financial and economic stability. 
They should have the full support of 
all of us. 


AT THE CROSSROADS 
(Continued from page 17) 
period of family formations during 
the early 1960’s, consumer financing 
in this broad sense is going to bulk 
larger and larger in the capital mar- 
kets. If so, then the alleged tendency 
for business financial planning to be 
on a longer term and more stable 
basis is not so very significant. On 
the demand-for-funds side of the 
equation, we must expect that con- 
sumers will vary their plans dras- 
tically from time to time as they 
become more or less willing to go into 
debt depending upon their amount 
of confidence in the prospects for 
employment and income. For this 
reason, the aggregate demand for 
investment funds might prove to be 

even less stable than in the past. 

>> Thinking simply in terms of the 
supply and demand of funds in the 
capital market, we conclude that in- 
terest rates are bound to fluctuate 
because the demand for funds as 
represented by long-term capital re- 
quirements varies much more widely 
than the relatively sluggish savings 
flow. As the savings process has be- 
come much more _institutionalized 
over the years, as a greater proportion 
of the savings have taken on contrac- 
tual aspects, and as the elements of 
custom and habit have become of 
increasing importance, we should logi- 
cally suppose that the stable charac- 
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teristics of the savings flow will 
continue and perhaps even be accent- 
uated. The combination of more ups 
and downs in the demand for funds, 
as constrasted with at least the same 
degree of stability in the supply, rep- 
resents a strong additional reason for 
anticipating fairly wide fluctuations 
in interest rates. 

Based on these and related consid- 
erations, it is my firm belief that in 
appraising the longer-term outlook 
we should be prepared in the develop- 
ment of investment policy to deal 
with a pattern of interest rates which 
fluctuates widely over comparatively 
short periods of time. The change 
from extreme ease in the Summer of 
1954 to the very tight situation which 
emerged in the Spring of this year 
might prove to be fairly typical of the 
rapidity and range of interest rate 
fluctuations during the years ahead. 
This, of course, assumes that, as I 
am strongly convinced, the growth 
and progress of this country will fol- 
low an irregular, fluctuating path 
rather than a straight line projection 
from here through a new era to the 
most optimistic computations for the 
year 1965. 


By way of summary, what are some 
of the implications for portfolio man- 
agement policy of the conclusions 
which I have presented? In discussing 
the near-term outlook, I have sug- 
gested that a period of less tightness 
in the money market is in prospect 
over the next several months, but 
that we should be alert to the possi- 
bility of a resurgence in_ business 
around the turn of the year which 
might cause a renewal of the upward 
drift in rates. The value of owning 
some really short-term securities like 
Treasury bills and certificates is ap- 
parent under these circumstances. 
Also, there is no particular reason 
to become committed far ahead on 
mortgage loans. Common stocks are 
such an admirable long-term invest- 
ment medium for a savings bank that 
I would enthusiastically encourage 
their inclusion in portfolios. The case 
for orderly accumulation in a pro- 
gram of dollar cost averaging is, how- 
ever, as strong and as persuasive as 
ever. 

In thinking about investment policy 
over a longer period such as the next 
several years, I have argued that we 
should be prepared for wide or even 


violent swings in capital market con- 
ditions without necessarily any per- 
sistent trend in any one direction. 
This means that flexibility will be of 
great importance and that we should 
emphasize liquidity and maneuver- 
ability in the portfolio as a means of 
accomplishing major shifts to differ- 
ent types of loans and investments. 
The iast few years should have con- 
vinced us that only cash and really 
short maturities of high grade securi- 
ties provide this flexibility in truly 
reliable form. 


PERSONAL MENTION 
Albert A. Drawbert, formerly mort- 
gage loan officer for Northwestern 
National Life Insurance Co., Minne- 
apolis, has been appointed manager 
of the company’s mortgage loan de- 


partment. He succeeds Reuben A. 
Scott, who retired as manager July 1. 
Mr. Drawbert joined Northwestern 
National Life in 1947 in the mortgage 
loan department and was made assist- 
ant division manager in 1949. 

Working with Mr. Drawbert will 
be Bartley M. Foster and Herbert A. 
Lund as Mortgage Loan supervisors. 

John L. Mylod has resigned as 
chairman of the board of the Manu- 
facturers Casualty and Manufactur- 
ers Fire Insurance Companies and 
also as president of Pacific National 
Fire and Paramount Fire. He will 
be succeeded by John A. Steel, presi- 
dent, Southwestern General Insurance 
Co., Dallas. For the past 10 years, 
Mr. Mylod has had the headquarters 
and department offices of the compa- 
nies under his supervision. 
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A Savings Banker Looks At 
Mortgage Lending Prospects In 


Terms Of General Business 


O GET a good perspective, let’s 
Rp back to 1945, when the coun- 
try was just emerging from the long 
depression and World War II. New 
York State savings banks had assets 
of $9 billion, of which 62 per cent 
was invested in government bonds, 
and 29 per cent in mortgages. Just 
fifteen years before, in 1930, 62 per 
cent of assets had been invested in 
mortgages, but the decline in this 
percentage was a natural result of 
the limited building that had taken 
place over the period, and finally of 
the war, when every available dollar 
was put into government bonds to 
help finance the war effort. Dividends 
paid by the banks had shrunk to 1% 
per cent per annum, and the problem 
facing the banks was clear: Their 
competitive position with other forms 
of thrift had to be maintained or im- 
proved. This meant that earnings 
had to be increased so that the rate 
of dividends could be raised, and if 
that could be accomplished quickly, 
so much the better. 


In this situation it was natural for 
the banks to turn to the mortgage 
market for, traditionally, this is the 
investment that has produced for 
them the highest income, and has 
enabled the payment of fairly liberal 
dividends to their depositors. 

The savings banks began to acquire 
this type of investment in quantity, 
both from the cash available from 
increasing deposits, and from cash 
realized from the sale of low interest 
yield government securities. The 
mortgage market was quick to feel 
the impact of this demand, and in- 
terest rates were forced down to as 
low as 3 per cent for prime loans. By 
1950 the assets of the banks were al- 
most $13 billion, and the investment 
in mortgages had increased to about 
40 per cent, still much lower than 
considered desirable. 

The mortgages available to the 
banks were far too limited in supply; 
a dangerous situation, since it must 
inevitably lead to a reduction of 
standards, and a lowering of quality 


By CLARENCE G. MICHALIS 


in this particular type of asset in the 
portfolios of the banks. It was obvious 
that lending activities would have to 
extend beyond the boundaries of the 
local legal market or the existing 
mortgage market would be completely 
overwhelmed. 

The necessary legislation was 
passed, and the banks first began to 
make loans on FHA insured mort- 
gages on a national basis in 1950, 
later in 1951 being permitted to pur- 
chase VA guaranteed mortgages by 
another act of the legislature. Thus 
a new field of investment was opened 
to the savings banks in which they 
could secure a large amount of low 
risk assets at desirable yields, and 
which would enable them to improve 
their earnings in order to maintain a 
necessary competitive dividend posi- 
tion with other forms of thrift. At the 
same time funds were furnished vari- 
ous sections of the country which 
badly needed housing and in which 
there were not sufficient local funds 
for the purpose. 





President, Savings Bank Association of New York State 
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Partly as a result of this expansion 
of mortgage powers, on December 31, 
1955 the assets of the savings banks 
were more than $18 billion, double 
that of ten years ago, of which $11 
billion or 61 per cent were invested 
in mortgages, and of which the sav- 
ings banks system can well be proud. 

In dollars, New York State savings 
banks at the close of 1955 had almost 
$8 billion more in mortgages than 
they had ten years earlier. To achieve 
this increase they had actually in- 
vested during the period about $13 
billion, or more than 150 per cent of 
the actual gain in holdings, the differ- 
ence being accounted for by payoffs 
and amortization-received. 

Another thing of which the savings 
banks are justly proud is the fact that 
they are by long odds, the primary 
source of mortgage capital in New 
York State, accounting for 54 per 
cent of total mortgages held by the 
major financial institutions on prop- 
erties located within the state. Savings 
and loan associations account for 17 
per cent, life insurance companies 15 
per cent and commercial banks 14 per 
cent. 


So much for the events of the last 
ten years. They indicate the large 
volume of funds invested in mortgages 
during the decade but the interesting 
thing is the source of those funds. 
The fact that the bond portfolio in- 
cluding governments, various types 
of bonds, and other assets increased 
by half a billion dollars during this 
time, indicating that the funds did 
not ultimately come from these assets, 
although bonds undoubtedly were 
switched from time to time for tem- 
porary requirements. The gain was 
financed entirely by the increase in 
deposits and retained earnings, which 
shows that it was made possible only 
by the excellent state of the economy 
over those years, which made not only 
the funds but the mortgages available 
in which to invest them. 


It now appears that the national 
economy, in the words the economists 
love so well, has levelled off some- 
what—in fact, has even declined in 
some directions. One of those direc- 
tions is in the construction of housing. 
Your estimate of the immediate na- 
tional economic future during the bal- 
ance of 1956 may be formed by the 
economist you read and in whom you 
believe; however, the sum total of the 


concensus of these experts seems to be 
that lagging automobile sales, declining 
housing starts, a poor farm income 
situation, and the tendency of indus- 
try to accumulate inventories to a 
point that may be too high, the 
probability is that business will im- 
prove towards the latter part of the 
year—again, follow your favorite fi- 
nancial adviser and not me! 

This is based to a large extent on 
the fact that the industrial produc- 
tion, investment in plant expansion, 
total employment and gross national 
product have shown relatively little 
change, and that while there may be 
some further adjustments in store, 
there is so much underlying strength 
in the current situation that it is 
difficult to foresee any cause for ex- 
cessive fear—only the maintenance of 
constant caution. 

We must take into account the fact 
that the Federal Reserve Board’s ac- 
tion in tightening the money market 
may be eased as the effectiveness of 
this action becomes more apparent 
and criticism mounts. 

In any event, it is apparent that 
mortgage money is not as readily 
available at the present as it has been 
over most of the last ten years, and 
the reasons for this situation are also 
fairly apparent. The supply of mort- 
gage money in New York is dependent 
upon the factors that affect the econ- 
omy, and therefore, the money supply 
of the whole country. When a savings 
banker is offered government bonds 
or excellent corporate bonds at ad- 
vanced yields, these investments come 
into competition with prime mortgage 
loans. Mortgage loans in New York 
compete with FHA or VA guaranteed 
loans in other parts of the country 


offered at high yields, and which are 
affected by the general tightness of 
money caused by the heavy demands 
of industry, other borrowers, plant 
expansion and the demands of instal- 
ment credit. The last few months 
have also witnessed a slower than 
usual accumulation of savings, which 
seems to be caused more by compara- 
tively large withdrawals than by any 
noticeable slowing up in deposits. The 
rate of new mortgage acquisitions is 
slowed down by these factors as well 
as by the fact that there are sizable 
future commitments already on the 
books of many of the banks. 


Mortgage interest rates, as a result 
of these conditions have firmed con- 
siderably, and have led the banks to 
be somewhat more selective in their 
choice of risks. Moreover, it appears 
that the money that is available at 
this time is being confined more to 
the local market, than the secondary 
out of state market. 

In any event, mortgage money 
seems to be tighter than 1951 when 
the peg was removed from the gov- 
ernment bond market, or in 1953, 
when the 3% per cent issue of gov- 
ernment bonds was put out by the 
national treasury. 

It is obvious that the purchase of 
mortgages by the savings banks has 
been financed largely out of deposit 
gains, and it is probably true that 
any extraordinary amount of buying 
in the future will have to depend 
upon the same factor. Increasing de- 
posits are generally an indication of 
a healthy economic situation, so that 
the future of the mortgage market 
insofar as the savings banks are con- 

(Continued page 26, column 2) 





..West Virginia... 





Protect your mortgage investments with Berks 


Title Insurance policies. Berks’ coverage is known 


and accepted wherever mortgages are bought or sold. 


Baths Jitle Insurance (ompany 


READING, PENNSYLVANIA 


Agencies throughout Pennsylvania... 
District of Columbia...New Jersey 


Delaware...Maryland...Virginia 
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Finds “Personal 


One visit to the 


letters containing the same 


Touch” Potent 


investor is more profitable than ten 


intormation, declares this 


correspondent who has leaned heavily on personal contact. 


S A comparatively new organiza- 
A tion, our firm suffered many and 
varied “growing pains” in convincing 
investors to come into our business. 
We went through a period of proving 
ourselves and our organization. We 
found that the best thing we had 
to offer to important investors was 
service. 

We realized that before you could 
give these people better service than 
offered elsewhere, you had to establish 
personal contacts. We found that one 
visit to the investor is more profitable 
than ten letters perhaps containing 
the same, or more, information cov- 
ered in conversations. Once personal 
relationship had been established, the 
important thing was to keep the alli- 
ance alive. 

We found that an appeal of a per- 
sonal nature in letters, telephone con- 
versation, and actual visit was the 
solution. We have no “favorites.” We 
offer the same opportunities to each 
investor. We plan our trips to include 
every available investor’s office in that 
vicinity. 

Treating each investor’s account as 
an individual and keeping his interests 
at heart as if he were right in ou 
office, has made a great impression 
on them. Our office specializes in 
good, quick, efficient service to the 
best of its ability. Of course, we are 
not infallible, but have kept ou 
errors at a minimum, with the aid of 
our investors’ suggestions and solu- 
tions of problems. 

Chis may appear on the surface to 
be a ridiculously simple formula, but 
our results have been highly reward- 


ing. Our repeat business is almost as 
overwhelming as our requests for loans 
from entirely new investors. We have 
constant inquiries about increasing 
amounts of our commitments, as well 


A SAVINGS BANKER’S VIEW 


(from page 25) 


cerned, depends in a large measure 
upon the state of business. 

If deposits should fail to increase, 
however, it is evident that it would 
be quite impossible for the banks to 
continue to make mortgages at the 
rate of the last few years. It must 
be pointed out that the mortgage ac- 
count now represents 61 per cent of 
assets and also indicates that some 
of the institutions are well “loaned 
up” and that future commitments 
depend upon (1) deposit increases; 
2) payoffs; and (3) other increases 
in assets. If we put aside the variable 
factor of deposits, we find that the 
latter two sources provided the New 


as for renewals of old accounts and 
associations. 

We have sold to date this year more 
than twice what we had seld by this 
time last year. We have found that 
the fruits of treating our investors with 
real respect, by prompt deliveries, 
quick replies to our letters, informa- 
tive letters as to the general real estate 
progress in our area, have brought 
many blessings. 


York State savings banks in 1955 with 
about a billion dollars to put in new 
investments. This amount provides a 
substantial basis for future mortgage 
business, but it is less than half the 
amount that the savings banks have 
invested in mortgages in each of the 
last two years. This fact is a further 
indication that the continuation of 
the high ratio of mortgage investment 
over the past few years is mainly 
dependent upon whether deposits in- 
crease as rapidly in the future as in 
the past. 

If the law of supply and demand 
once more asserts itself, there is the 
probability that the reservoir of loan- 
able funds could again build up and 
we could have in the not too distant 
future a freer mortgage market. But 
how active, will depend on the factors 
set forth. 





SEEKING QUALITY LOANS? 


Get Current Facts on Borrowers 


through MORTGAGE LOAN REPORTS 


by Retail Credit Company ond 
Retailers Commercial Agency 


Home Offices: Atlanta, Georgia 


Affiliated investigative agencies, providing dependable information 
on ANYONE ANYWHERE in North America. 


57 years experience reporting on individuals 
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What Holds Up Loan Approvals ? 


This investor cites four requirements which, if properly 
met, will mean a commitment within 48 hours; if they are 
not met, then the application goes on “the other pile.” 


HIS outburst is for those few of 

our correspondents who say, 
“Why don’t I get prompt loan ap- 
provals ?” 
I'll tell you why: On your loan 
applications— 
»> Did you send a photograph, or 
will it be along later—say in a week? 
2> How about the credit report? 
Does it have any details or narrative 
which would help us to establish the 
applicant’s credit? Or does it just say 
that he is 27 years old, married, two 
children, and has had a job for seven 
months at $4,360? Any verification 
of income, especially on the self-em- 
ployed cases? And, above all, does 
this borrower qualify on the income 
pattern we sent you? 
»> Does the case meet the residential 
property standards? 
>> If it’s new construction, did you 
send along the plans and “specs” ? 

If your answer to these items is 
“Yes” you'll get a commitment within 
48 hours. If not—well, Charley, let’s 
put that case in the other pile and 
we'll get to it sometime. 


The next beachhead is the closing: 
>? Did your loan closing officers 
really check all the items before 
mailing ? 

On those FHA and VA loans, we 
didn’t originate the requirements — 
they are in the regulations and, as 
you know, regulations do change. 
When it comes to questions of title, 
drawing of papers, documents to be 
submitted, etc., you just can’t make 
exceptions. 

In giving birth to this diatribe, I 
checked with our loan closing depart- 
ment to see what our batting average 
was on closings. Brother, it’s low, 
maybe yours is too. I found that 40 
per cent of our cases required at least 
one letter to complete the closing. But 
I had some consolation too. This 
week, we received a letter from one 
of the government agencies referring 
to a survey they made covering de- 
ficiencies on loan applications and re- 
ports received. They list 22 items in 
error or omitted. You might expect 
such results from some care-free mort- 
gage operator—but mortgage bankers 
are efficient. 








We invite 





from institutions having funds for investment 


FHA — VA — CONVENTIONAL LOANS 


Immediate and Future Delivery 
All Offerings Carefully Underwritten 


COLONIAL GROUP, INC. 


212 East Franklin Street © 
Other Offices: New York, N. Y.—Alexandria, Norfolk, Va.—Charlotte, N. C. 


inquiries 


Richmond 19, Va. 





You have heard this theme in “The 
Voice” before. It’s an old tune, same 
words, just new music. Call this a 
variation for the “G” string. Lending 
patterns of all investors are basically 
quite similar, with only minor varia- 
tions. For those who will play the 
game, we'll work overtime to get out 
your cases. For those who can’t or 
won't, you'll eventually be lost in the 
shuffle. Every investor wants to give 
prompt service, but we need the tools 
to work with. Correspondents, how 
about upping that batting average? 

Sure, I’ve got high blood pressure, 
but tomorrow I’m going fishing and 
when I get back next month, I'll 
know things will be better... sure... 


Southeastern 


MORTGAGE CORP. 


HOME OFFICE 
116 NO. JACKSON ST. 


ALBANY. GEORGIA 





WE OFFER 
HIGH YIELD 
FHA AND VA 


MORTGAGES 
IN THE 


RAPIDLY EXPANDING 
SOUTHEAST 
WRITE TO 
R. E. KALIHER, President 
<icennpliiacendin 


LOW 
DELINQUENCY 
SERVICING 





Branch Office: ATLANTA, GA. 
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President’s Page 


THE 66-2/3% LOAN-TO-VALUE RATIO IS NO LONGER REALISTIC 


pw month in this space I made some observa- 
tions about the mortgage banker’s role in 
writing insurance and particularly emphasized the 
point that an important part of the job of refuting 
our critics rests at the local mortgage level since 
the problem is, of necessity, largely a local one. 
Important as this matter is—and I believe it is of 
great importance to our industry—there is another 
problem confronting us of equal or perhaps greater 
importance and which must also look to local 
action for a solution. It is the question of changing 
the 6625 per cent loan-to-value ratio which does 
more than anything else to hamstring conventional 
lending today. The facts of the matter are that the 
old 663, per cent ratio is out- 
moded — particularly for the 
financing of single family 
dwellings—was conceived in a 
day when economic conditions 
had little resemblance to those 
of the present and makes no 
provision whatever for the rev- 
olutionary changes which have 
occurred in mortgage lending 
during this generation. This 
ratio should be increased by the states; and I be- 
lieve the legislators would do so if they were 
shown the facts through the proper type of edu- 
cational campaign. What exactly is the proper 
ratio I cannot say, possibly 75 per cent or prob- 
ably somewhat higher, but surely a more realistic 
ratio than the present two-thirds. 





Lindell Peterson 


To accomplish this task will call for a great 
amount of skill and work; but the first objective, 
as I see it, is for us to fully realize that here is 
something that should be done and is worth the 


effort it demands to do it. 


Here is one area of mortgage lending that has 
literally stood still while the greatest advances our 
industry has ever known have been made. The 
6634 per cent ratio was arrived at before our mod- 
ern, monthly payment loan plan was in general 
use. Our entire operation has changed. The safe- 
guards we have today were unknown as late as 
the twenties. Few of us appreciate it, but modern 
loan servicing has almost entirely developed dur- 
ing this present period. 


Everywhere else the parade has moved along 
with the progress of the times. The government- 
backed loans are hindered by no such restriction 
and, as every mortgage banker well knows, other 
institutional lenders are hampered by no such low 
loan-to-value ratio. One of the reasons why such 
a large volume of mortgage financing is through 
government-backed loans is the restricted area 
which the 6624 per cent ratio establishes. 


These state laws should be brought up to date 
to correct a situation which every lender will rec- 
ognize: namely, that the 6634 per cent limit is 
entirely unrealistic and should be brought into 
line with conditions that exist, not as they were 
two generations ago. 

Now how do we tackle an assignment like this 

—and assuredly it is one of considerable magni- 
tude? The most immediate effect from such a 
change would be felt in life insurance conventional 
lending, yet I think we should be realistic and 
recognize that the life companies, for proper and 
understandable reasons, cannot take the initiative. 
But it is proper for us to do so. A start might 
well be made with the state insurance commis- 
sioners. I have had the impression over the years 
that very able men usually fill these posts. I have 
the opinion that, given all the facts, they would 
agree that some revision is in order. The ultimate 
decision of course will rest with the states them- 
selves. To many of us, the job will seem to be a 
tremendous undertaking; but developments of this 
nature usually follow a pattern: after several states 
have acted, the others are not so difficult. 


I am convinced that the need for revising the 
6624 per cent ratio in line with modern methods 
and conditions presents a real challenge to the 
mortgage industry. It is another problem which, 
of necessity, will have to be largely resolved at the 
local level. At the moment, all of us should be 
thinking about it actively and seeking ways and 
means by which we can do something about it. 


olan 


PRESIDENT 
Mortgage Bankers Association of America 
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ON YOUR AGENDA 


One of the most important events in 


a mortgage man’s year — 


> The Occasion: 43rd Annual MBA Convention 
> The Place: Conrad Hilton Hotel, Chicago 
> The Time: October 8 to 11, 1956 


Bp HAVE YOU MADE YOUR PLANS? 


It’s only a little more than two 

months away, the one and only nationwide 
get-together of mortgage lenders and 
investors from everywhere, the one and 
only occasion during the year for main- 
taining contacts of the past and for making 
new ones. It’s for MBA members only. 

W ith the event not too far in the future, 
every member should check to be sure that 
his hotel reservation is in order and that 


he has sent in his advance registration. 
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Convention 


MBA’S Favorite Convention City Is 
Again Scene of Our Annual Meeting 


Once again it’s Convention time in 
the mortgage industry, the 43rd an- 
nual meeting and get-together of 
MBA, the one and only time during 
the year when those with an interest 
in mortgage lending and investing can 
meet with others from all over the 
nation who have the same interests. 

The Convention is October 8 to 11 
at the Conrad Hilton Hotel in Chi- 
cago. There will be four general ses- 
sions, each one probably lasting some- 
what Afternoons are 
free for committee meetings and ac- 
tivities of the members’ own selection. 
Chis year, as in the past, registration 
is strictly limited to members except 
for investors especially invited to at- 
tend. Members wishing to extend 
such invitations should them 
with the Executive Committee through 
the headquarters office in Chicago. 

From present indications it would 


beyond noon. 


clear 


appear that final registration will push 
3,000, making it the largest on record. 
Practically all of those who attend 
will be in the Conrad Hilton and most 
of the special events will be there. 
This year, however, for the first time, 
the Association has reserved a sub- 
stantial number of rooms and suites 
at the Blackstone Hotel directly across 
the street from the Conrad Hilton. 
Mention of hotel accommodations 
should be a reminder to all members 
that if they have not acted on this 
matter, they should not delay any 
longer to insure the kind of reserva- 
tions they want. 

Chicago probably is MBA’s favorite 
Convention city, as it is for hundreds 
of other groups. Eight of the last 18 
Conventions have been held in Chi- 
cago and 12 of the 42 which MBA 
has sponsored have been in this most 
centrally located city. 


Array of Distinguished People Will 
Speak at the Annuea! MBA Convention 


MBA Conventions and regional 
meetings in recent years seem to have 
developed an almost uncanny habit 
of being well timed to correspond 
with the peak of interest in important 
events. A most important item of 
interest at this year’s Convention is 
election 
which will be coming along in about 
The 
tight money situation, which has been 
a principal factor in the mortgage 
market so far in 1956, is likely to 
continue as a dominant topic of dis- 


going to be the national 


three weeks after the meeting. 


now, there’s been a 
trend has not 


cussion. As of 
little easing but the 
changed. 

While the program is not yet in 
final form, some of those who will 
address the Convention are: 

Gov. William G. Stratton of Illinois 
who will speak on the opening morn- 
ing. Gov. Stratton has made quite 
an enviable Illinois and 
members can anticipate his address 
with interest. 


record in 


Dr. Preston A. Bradley, pastor of 
the Peoples Church of Chicago, who 
will address the first graduating class 





of MBA’s School of Mortgage Bank- 
ing. The ceremony is scheduled for 
the second day of the Convention. 
This will be a new feature and no 
member attending the Convention 
will want to miss this important cere- 
mony which reflects the attainment 
of an important goal in mortgage 
education. 

Dr. Richard Donham, Dean of 
Northwestern University School of 
Commerce, Dr. Homer V. Cheering- 
ton, Professor of Finance at North- 
western, and President Lindell Peter- 
son will participate in the graduation 
exercises. 


Esmond B. Gardner, vice president 
of the Chase-Manhattan Bank, who 
will speak on the prospects and possi- 
bilities of further development of the 
pension fund market for mortgage 
loans. 

Albert M. Cole, Administrator of 
the Housing and Home Finance 
Agency. 

Norman P. Mason, Commissioner, 
Federal Housing Administration. 

Thomas J. Sweeney, Director, Loan 
Guaranty Service, Veterans Adminis- 
tration. 

Samuel 
Counsel. 

Messrs. Cole, Mason, Sweeney and 
Neel will speak on various phases of 
the government’s side of the mortgage 
industry. 

One subject which could command 
top attention at the Chicago Conven- 
tion would be the implications inher- 
ent in the 1956 federal housing legis- 
lation—provided anything similar to 
the bills in the Senate and House 
became law. As of mid-July, how- 
ever, the legislation is stalled; and a 
good possibility is that no broad scale 
bill will be passed. If the principal 
features of the House bill should be- 
come law, the effects would be wide- 
spread. Whatever is done will be re- 
viewed and analyzed at the Chicago 
Convention. 

W. Randolph Burgess, Under Sec- 
retary of the Treasury, will address 
the assembly on the opening morning. 
He will speak on various phases of 
federal monetary policy and money 
management. 

Crawford H. Stocker, president, 
National “sociation of Mutual Sav- 
ings Banks. 

James C. Downs, noted real estate 
economist of Chicago, will speak to 
the Convention on the general out- 
look for real estate and mortgage fi- 
nancing. 


E. Neel, MBA _ General 


Will Participate in Convention Program 





Lindell Peterson 
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John F. Austin, Jr. 


James C. Downs 
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Some of Those You Will Hear at MBA’s Chicago Convention 





Gov. W. G. Stratton W. R. Burgess 





Norman P. Mason 


Albert M. Cole 


MBA Farm Loan Committee to Sponsor 
a Program of Its Own in Chicago 


The Convention this year will 
again feature a program sponsored by 
MBA’s Farm Loan Committee, headed 
by Paul Mann, manager of the farm 
loan department of Fidelity Invest- 
ment Company of Wichita. It will 
begin with a luncheon on Tuesday, 
October 9 with Dr. Arthur A. Smith, 
vice president and economist of the 
First National Bank in Dallas as the 
speaker. Dr. Smith will discuss the 
agricultural econ- 
omy with addi- 
tional observations 
on the outlook for 
general business. 
Following the 
luncheon meeting 
Chairman Mann 
will conduct a 
symposium discus- 
sion on conditions 
and prospects 
in the farm loan field. 





Dr. A. A. Smith 


The farm loan field at the moment 
presents somewhat of a paradox in 
that the value of farm land continues 
te rise in spite of a continuing drop 
in farm income (see THE MorTGAGE 
BANKER, July 1956). Value of farm 
land in the four months ending March 
| was | per cent higher than it was 
in the preceding similar period. Al- 
ways in the past farm land values and 
farm income have moved pretty close 
together as is to be expected because 
of their close relationship. Many rea- 
sons are being cited for this develop- 


ment but the principal one seems to 
be that the fires of inflation are still 
burning. 

While the increase was the lowest 
for any four-month period in the last 
two years, the gain was still enough 
to push the March 1, 1956, index of 
farm real estate values to 138 per cent 
of the 1947-49 average, a new record. 


Total dollar value of all farm land 
as of March 1, 1956, was put at 
$102.4 billion, 4 per cent above the 
$98.5 billion for the same month a 
year ago. Farm buildings accounted 
for 24 per cent of the value, or $24.3 
billion. 

Farm real estate operators in the 
March survey by the agricultural de- 
partment predicted farm land value 
may decline during the next six 
months, although some increase was 
expected in several states in the South 
and Northeast as well as California. 


“Continued strong demand for farm 
land to enlarge existing farms, to- 
gether with the opinion that farm 
land is still a safe, long-term invest- 
ment, appears to have sustained land 
values throughout the country despite 
the decline in farm income,” the de- 
partment said. “Urban and industrial 
expansion, demand for part-time farms 
and rural residences, increased use of 
land for timber production, and cli- 
matic conditions were additional fac- 
tors tending to hold up farm land 
values in various regions,” the agency 


added. 








T. J. Sweeney 


Plenty Is Planned 
for MBA Ladies 


While many people do not think 
of it as a city with an especially 
strong appeal for women, the fact is 
that Chicago seems to hold about as 
great an attraction for them as any 
other city. This is indicated by the 
registration of wives at recent Chi- 
cago conventions. Registrations now 
being received affirm that 1956 will 
be no exception and that a heavy 
delegation of wives will be on hand. 

The explanation is not hard to find. 
Chicago hotels are among the world’s 
finest and its shopping centers offer 
the widest possible selection of about 
everything. This year the entertain- 
ment world will offer a broad choice 
of new plays, concerts and other di- 
versions. The ladies like shows. Chi- 
cago will have “Silk Stockings,” “No 
Time for Sergeants,” ““Witness for the 
Prosecution,” “The Boy Friend” and 
Chicago’s famed Lyric Opera. 

Early October in Chicago is a very 
pleasant time of the year—the hot 
weather will be behind us and the 
cold weather still around the corner. 

A fashion show and luncheon is 
being planned on a grand scale for 
the exclusive enjoyment of the ladies. 
This is to be in the Boulevard Room 
of the Conrad Hilton and will be 
produced by Chicago’s famed depart- 
ment store, Carson, Pirie, Scott & Co. 
In addition, the big social event of 
the Convention, the annual Club MBA 
party Wednesday night, will be par- 
ticularly attractive for them. 

So, members will be advised that 
in making their plans for the Con- 
vention this year, this will be a good 
one for the ladies. 
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From these ranks will come some of the leaders of the 


mortgage industry tomorrow. Today they have a foot- 


Pw: 
i Me 


they represent the 1956 classes for Courses I, II and III 
at the MBA School of Banking at North- 
western University. Here, in these three 


Mortgage 
photographs, 
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hold in the business, with their eyes turned to the top 
positions in mortgage lending. Three impressive groups, 


is the graphic evidence which fully reflects the extent 
to which the MBA educational program has developed. 
Courses I and II will be given at Stanford in August. 





Wels SCHOOL OF MORTGAGE BANKING 


1956 Edition, Courses I, II and III at Northwestern 


HE School of Mortgage Banking 
sponsored by MBA, in coopera- 
tion with Northwestern University, 
this year attained full status as a com- 


Seen at Course III, above, a friendly group (left to 
right): Bernard D. Wilkins, Jr., American Fire and 
Casualty Company, Orlando; Dr. Harold W. Torgerson, 
Northwestern University; Keith Robert Wright, Equitable 
Life Insurance Company of Iowa, Des Moines; Bob 
Beran, MBA Headquarters Office; Mrs. Zelpha S. Mitsch, 
Dale W. Mitsch Company, New Albany, Indiana; Ber- 
nard J. Corbishley, Eagan Real Estate Inc., Syracuse, 
New York. Mrs. Mitsch is the first lady to be eligible for 
graduation from the school. 


Old friends meet (below from left): William E. Miller, 
Jr., Fraser Mortgage Company, Cleveland; Edwin G. 
Hudspeth, Maginn-Martin-Salisbury, Inc., St. Louis; 
Josiah P. Huntoon, Jr., Huntoon, Paige & Company, New 
York; Albert L. Gundelach, Percy Wilson Mortgage & 
Finance Corporation, Des Plaines, Illinois; Elmer A. 
Cook, D. L. Welch & Company, Inc., Austin, Texas; 
Robert Foster, T. J. Bettes Company, Dallas; Stephen C. 
Saunders, Tyee Land Company, Everett, Washington. 


plete postgraduate course in mortgage 
lending and investing with the offer- 
ing, for the first time, of Course III. 
Courses I and II were offered in pre- from 


vious years. Now, with their comple- 
tion of Course III, 66 have taken all 
three, and are eligible for graduation 
(Continued on page 35) 





At the speakers’ table for the Get Acquainted Dinner 
above from left): Dr. Homer V. Cherrington, North- 
western University; Mrs. Cherrington; Ernest P. Schu- 
macher, United Service & Research, Inc., Memphis; 
MBA President Lindell Peterson; Dr. Harold W. Torger- 
son, Northwestern University; Lewis O. Kerwood, MBA, 
Chicago. President Peterson told the prospective gradu- 
ates that they had been wise in their selection of mortgage 
banking for a career, that the industry holds great oppor- 
tunities for the younger generations. 


Conversationally speaking (left to right): Harry W. 
Baum, The County Trust Company, Tarrytown, New 
York; Edward H. Dreher, Bankers Trust Company, New 
York, N. Y.; Henry P. Dart, Teachers Insurance and 
Annuity Association of America, New York, N. Y.; 
Arthur DeCesare, People’s Savings Bank in Providence, 
Providence, Rhode Island; Edward A. Hummel, The 
County Trust Company, Tarrytown, New York. 
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the School, which will take place at 
the 43rd Annual MBA Convention at 
the Conrad Hilton Hotel, Chicago, 
October 8 to 11. The exercise will be 
an important part of the Convention 
program. 

This year 124 registered for Course 
I which was devoted to the financing 
of dwellings. Sixty-five were registered 
for Course II which was concerned 
with the financing of income proper- 
ties. Sixty-six were represented in 
Course III, a total of 255. Courses 
I and II will be given at Stanford 
University in August and next year all 
three will be given at this school. 

Thirty-four states were represented 
at the Northwestern School, includ- 
ing students from 171 banks, mutual 
savings banks, life 
panies, title and trust companies and 


insurance com- 
other mortgage lending and invest- 
ing institutions. Three took 
Course I and one was registered for 
Course IIT. 


women 


<€ |. Some who were there for 
Courses I and II: Antonio Llorente, 
Department of the Treasury, Com- 


monwealth of Puerto Rico; F. K. De- 


Lany, Lewis Grinnan Company, Dal- 
las; Diego De Jesus, Department of 
the Treasury, Commonwealth of 
Puerto Rico; J. C. McCarn, Jr., First- 
Austin Investment Corporation, Aus- 
tin, Texas. 


2. A student conference: Seated 
(from left): John H. Pierpont, The 
Louisiana Fire Insurance Company of 
Baton Rouge, Shreveport; Hector 
Hollister, Frederick W. Berens, Inc., 
Washington, D. C.; Raymond T. Bos- 
well, Blaylock Investment Corpora- 
tion, Shreveport; Albert D. Stanton, 
Northwestern National Bank of Roch- 
ester, Minnesota. Standing (from 
left): James A. Justice, Glenn Justice 
Mortgage Company, Inc., Dallas; 
Robert B. Taylor, The Western Sav- 
ing Fund Society of Philadelphia; 
Neilson C. Bridger, Saving Fund So- 
ciety of Germantown, Philadelphia; 
Richard P. Pike, Northwestern Na- 
tional Bank. of Rochester, Minn.; 
and right) Eugene Ford, Frederick 
W. Berens, Inc., Washington, D. C. 

3. Donald McMullen, The City 
National Bank of Council Bluffs, 
Iowa; Dean M. Olson, Chicago Mort- 
gage Investment Co., Chicago; Ken- 


The School of Mortgage Banking 
this year represents the culmination of 
the educational effort which MBA be- 
gan more than twelve years ago. The 
first step was the organization of the 
Senior Executives Conference held 
each January at New York University 
and designed for executives at the 
management and administrative level 
of mortgage banking and investing in- 
stitutions. Next step was the organiza- 
tion of the Mortgage Banking Sem- 
inars, which evolved into the School 
of Mortgage Banking at Northwest- 
ern and Stanford. 

Today they represent the only post- 
graduate study for and about the 
mortgage industry. Each of the three 
courses embraced a full week of con- 
centrated study and instruction sup- 
plemented by a year-round home 
study course with examinations at the 
end of cach Course. The School is 
under the direction of L. O. Kerwood, 
MBA Director of Education and Re- 


search. 


neth P. Morrison, Jr., T. J. Bettes 
Company, Houston; James Linder, 
Kemmons Wilson, Inc., Memphis. 
+. From left: Henry W. Johnson, 
Bowery Savings Bank, New York; 
George Glover, T. J. Bettes Com- 
pany, Dallas; Austin Tatum, T. J. 
Bettes Company, Austin, Texas; Rich- 
ard G. Armstrong, T. J. Bettes Com- 
pany, Corpus Christi; James C. Gos- 
sett, T. J. Bettes Company, Houston. 

5. From left: Lewis O. Kerwood, 
MBA Director of Education and Re- 
search; MBA President Lindell Peter- 
son; George H. Patterson, MBA 
Secretary-Treasurer; Edward N. 
Claughton, Jr., Dade-Commonwealth 
Mortgage Company, Miami; A. Paul 
Richmond, Stockton, Whatley, Davin 
and Company, Jacksonville. 

6. Students and faculty members, 
Courses I and II, get together over 
dinner at Sunday evening Get Ac- 
quainted Meeting, a traditional pre- 
class session event. 

7. James J. Conti, W. A. Clarke 
Mortgage Company, Harrisburg, Pa.; 
James M. Walsh, W. A. Clarke Mort- 
gage Company, Pittsburgh; Earl P. 
Herting, W. A. Clarke Mortgage 
Company, York, Pa.; Thomas F. Per- 
rone, W. A. Clarke Mortgage 
Company, Philadelphia; Arnold A. 
Frederick, Lutheran Mutual Life In- 


As this year’s School at Northwest- 
ern marked the achievement of a 
cherished goal in postgraduate study, 
it also roarked the final effort for 
one of those who has been most 
instrumental in insuring the School’s 
success. He is Dr. Homer V. Cherring- 
ton, Professor of Finance at North- 
western and co-editor of MBA’s book, 
Mortgage Banking. Dr. Cherrington 
is retiring in 1955 after a long and 
distinguished career at the Univer- 
sity’s School of Commerce. There 
will be one more appearance for him 
in connection with the School, the 
graduation exercise at the Convention. 
While he is retiring from Northwest- 
ern, he is not giving up teaching. 
After a vacation in Hawaii he will go 
to Ohio University at Athens, Ohio, 
there to continue his work. It will be 
in the nature of a homecoming for 
him since he originally came from 
Athens. The Association owes Dr. 
Cherrington a great debt for his val- 
uable contributions in many fields. 


surance Company, Waverly, Iowa; 
Ernest T. Metzler, W. A. Clarke 
Mortgage Company, Pittsburgh. 


8. Speakers’ Table at Sunday eve- 
ning Get Acquainted Dinner pre- 
ceding the actual class sessions of 
Courses I and II (left to right): Dr. 
Homer V. Cherrington, Northwest- 
ern University; President Lindell 
Peterson; Carey Winston, Chairman 
of MBA’s Educational Committee; 
Lewis O. Kerwood; and Dr. Harold 
W. Torgerson, Northwestern Univer- 
sity. 

9. Feminine representation in- 
cluded Suzanne Eaton, Don J. Me- 
Murray Company, Kansas City, 
Missouri; Mrs. Norma O. Pfeiffer, 
Dale W. Mitsch Company, New AIl- 
bany, Indiana; Renee Grange, Des 
Plaines Mortgage and Trust Com- 
pany, Des Plaines, Illinois. 


10. Left to right: Milton S. Olson, 
Jr., General Mortgage Corporation 
of Iowa, Des Moines; William B. 
Dunlap, Iowa Securities Company, 
Davenport, Iowa; Goodloe Rutland, 
Jackson Securities & Investment Com- 
pany, Birmingham; Jack R. McNutt, 
Metropolitan Life Insurance Com- 
pany, Memphis; Roy L. Bilheimer, 
Jr., The Guardian Company, Little 
Rock. 
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MBA’s Young Men's Activities 
Committee was organized by the 
Board of Governors about five years 
ago to encourage the younger men 
associated with member firms of the 
Association to form valued friendships 
and gain experience in the affairs of 
our organization at both the regional 
and national levels. During these five 
years, the younger men have re- 
sponded with enthusiasm to this op- 
portunity. Guided by the MBA staff 
and the Board of Governors, they 
have made some substantial progress 
in achieving the objectives for which 
the committee was organized. 


In recent months, the Committee 
has been engaged in a number of ac- 
tivities which are of special interest 
to the younger men. A program is 
being devised, in conjunction with 
MBA’s Trust Committee, providing 
for younger men to speak at nearby 
colleges and universities before under- 
graduate business school classes on the 
subject of mortgage banking and the 
opportunities which our industry of- 
fers to college graduates. The Com- 
mittee has also sponsored several 
Young Men’s Round Tables at which 
the younger men attending MBA’s 
regional conferences discuss problems 
in our industry of particular impor- 
tance to them as young mortgage 
bankers. These and other activities, 
such as an early morning coffee hour 
sponsored at the conferences, are the 
special responsibility of YMAC. 

The forty-two members of the 
1955-56 Young Men’s Activities Com- 
mittee appointed by MBA President 


Lindell Peterson are under the 
leadership of Byron Christopher 
Shutz, Chairman, of Kansas City, 


and Cary Whitehead, Vice Chairman, 
of Memphis. 


Byron entered the mortgage busi- 
ness early in 1953 after completing 
two and a half years of duty as an 
Air Force management analysis officer 
with the Headquarters Command in 
Washington, D. C. He graduated in 
1945 from Shattuck School at Fari- 
and received an 


bault, Minnesota, 





A page sponsored by the Association’s 


Young Men’s Activities Committee 


Byron Christopher Shutz, Kansas City, Chairman 
Cary Whitehead, Memphis, Vice Chairman 


A.B. in economics from the Univer- 
sity of Kansas in 1949. He was editor 
of the K.U. humor magazine and a 
member of Phi Kappa Psi fraternity. 
He is a trustee of The Kansas City 
Art Institute and School of Design 
and is associated with Herbert V. 
Jones & Company in Kansas City as 
a mortgage loan solicitor. 


Beginning with this issue and 
continuing monthly or every 
other month, The MortTcace 
BANKER will devote a page to 
the Young Men’s Activities Com- 
mittee. The purpose is to pro- 
vide a medium through which 
the younger men of the Associa- 
tion can communicate with each 
other, set forth the viewpoints 
of the younger generation about 
matters affecting the mortgage 
industry and, in general, serve as 
a forum for their ideas on any 
and all subjects of pertinent 
interest. 

E. C. Greene of Dallas is re- 
sponsible for this initial offering, 
which has for its specific objec- 
tive a restatement of why the 
Committee was organized, its ob- 
jectives and some notes about 
those who are heading its cur- 
rent activities. 


Cary Whitehead was born in West 
Point, Mississippi in 1925. He earned 
a commission in the Navy V-12 pro- 
gram in 1943 and served with the 
amphibious forces in the Atlantic and 
Caribbean. Cary graduated in 1948 
from the University of Mississippi 
with a B.B.A. degree. On campus he 


Byron C. Shutz 
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was president of his fraternity. Fol- 
lowing graduation he entered mort- 
gage banking and is now vice presi- 
dent of Boyle Investment Company in 
Memphis. He has also been an in- 
structor in mortgage banking for two 
years at the University of Tennessee 
extension department. 


YMAC has been doing an im- 
portant job for MBA and continues 
to need the energy and ideas of other 
younger men in the Association who 
would like to actively participate in 
the various endeavors undertaken by 
the Committee. 


Committee members include Philip 
J. Bowers, II, Short Hills, N. J.; 
George M. Brady, Jr., Washington, 
D. C.; Richard B. Buhler, Sacra- 
mento; A. H. Cadwallader, III, San 
Antonio; Ward C. Case, Columbus, 
Ohio; Robert L. Cashion, Pittsburgh; 
George C. Dickerson, Jacksonville, 
Florida; J. S. DuBose, Fort Worth; 
George W. Elkins, Jr., Beverly Hills, 
Calif.; Robert K. Gannaway, Chi- 
cago; J. P. Giles, Detroit; E. C. 
Greene, Dallas; John C. Hall, Jr., 
Birmingham; R. Miller Hicks, Lub- 
bock, Tex.; Keith G. Howard, Water- 
loo; Rush C. Hinsdale, Jr., Beverly 
Hills, Calif.; J. I. Kislak, Miami; 
John W. Lomas, New Haven; Albert 
Mager, Jr., Oklahoma City; Chas. 
G. McCaffrey, Jr., Pittsburgh; Joe 
Jack Merriman, Kansas City, Mis- 
souri; W. E. Miller, Jr., Cleveland; 
Wallace Moir, Beverly Hills, Calif. ; 
D. E. Mullikin, Greenville, S. C.; C. 
Armel Nutter, Jr., Philadelphia; 
William H. Osler, Harrisburg, Pa.; 
Max B. Ostner, Memphis; Frank C. 
Owens, Jr., Atlanta; Richard B. Park, 
San Bernardino, Calif.; Lindell Peter- 
son, Chicago; Don M. Powell, Nash- 
ville; Edward A. Proctor, Jr., Detroit; 
William Rogers, Grand Rapids; R. P. 
Russell, Houston; Ben J. Smith, Jr., 
Seattle; Russell E. Swan, Oklahoma 
City; Harry A. Taylor, Jr., East Or- 
ange, N. J.; Homer Wells, Detroit; 
Martin R. West, Jr., Washington, 
D. C. and Bernard D. Wilkins, Jr., 
Orlando, Fla. 
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When it comes to protecting your mortgage investments, what 
gives you more security than title insurance? Title 
insurance protection is hailed as sound business by leading 


mortgage makers and buyers. 


Today, the lender can get title insurance as easily as asking for 
it. Can there be any reason for not requiring title insurance 


on your mortgages? 


For fast, efficient service in twenty states, contact the 
Minnesota Title man nearest you. Or write Title Insurance 


Company of Minnesota, Minneapolis 2. 
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It’s easy to plot a safe, sure course 

toward speedier transfer and more profitable 
sale of mortgages when you have the 
dependable protection of Title Insurance. 


A Kansas City Title Insurance Company policy 
guards against the hazards of uncharted 
claims and costly losses due to defects in 
title to the security property. 


Enjoy smooth sailing in all your mortgage 
transactions by calling in an experienced 
Kansas City Title agent teday. He'll steer you 
straight with sound, reliable title service. 


Capitai, Surplus and Reserves Exceed $4,000,000.00 
Title Building 10th & Walnut Streets Kansas City 6, Mo. 


Baltimore, Maryland; 210 North Calvert Street — Little Rock, Arkansas; 214 Louisiana Street 
Nashville, Tennessee; S.W. Cor. 3rd & Union Streets — Memphis, Tennessee; 1141 Sterick Building 














